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0\VLQFHUH WKDQNVJR WR WKH$OPLJKW\*RG IRU WDNLQJPH WKURXJK VXFKDQH[FLWLQJ
H[HUFLVH IRU WKLV QXPEHU RI \HDUV , DP YHU\ JUDWHIXO WR 3URIHVVRU $QGUHZ :HVWE\
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&KDLQ $SSURDFK DQG WKH 6XVWDLQDEOH /LYHOLKRRGV $SSURDFK XVLQJ TXDOLWDWLYH DQG
TXDQWLWDWLYHGDWD$VWDNHKROGHUZRUNVKRSZDVKHOG WR LGHQWLI\ WKHPDLQ DFWRUV DQG
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7KLV WKHVLV LV DQ DWWHPSW WR XQGHUVWDQG WKH UHODWLRQVKLS EHWZHHQ YDOXH FKDLQV DQG
OLYHOLKRRGVDQGKRZWKH\PD\LQIOXHQFHHDFKRWKHUWRWKHEHQHILWRIWKHSDUWLFLSDQWVLQ





DQG LWV SURGXFWLRQ ZRUOGZLGH DQG LQ $IULFD 7KH FKDSWHU IXUWKHU LQWURGXFHV WKH
(XURSHDQ8QLRQIXQGHG&DVVDYD3URMHFWÄ'HYHORSPHQWRIDVPDOODQGPHGLXPVFDOH
HQWHUSULVHVHFWRUSURGXFLQJFDVVDYDEDVHGSURGXFWVWRPHHWHPHUJLQJXUEDQGHPDQG
LQ :HVW$IULFDࣔ DQGKRZ LW FRQWULEXWHG WR WKLV WKHVLV)ROORZLQJ WKLV LV WKH UHVHDUFK
FRQWH[WWKDWGHDOVZLWKWKHUHVHDUFKSUREOHPREMHFWLYHVRIWKHVWXG\DQGWKHUHVHDUFK
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 UHSRUWHG WKDW  RI WKH WRWDO FDVVDYD SURGXFWLRQ
DIWHU DFFRXQWLQJ IRU ZDVWH LV XVHG DV IRRG LQ $IULFD ,Q 6RXWK $PHULFD DQG WKH


&DULEEHDQ LW KDVEHHQ UHSRUWHG WKDWPRUH WKDQKDOIRI WKH FDVVDYDSURGXFHG LV XVHG
GLUHFWO\IRUKXPDQIRRGDQGWKHUHPDLQGHUIRUDQLPDOIHHGRULQGXVWULDOXVHV+HQU\
DQG +HUVKH\  +RZHYHU )$267$7  UHSRUWHG WKDW OHVV WKDQ  RI
FDVVDYDLQ$VLDLVXVHGIRUKXPDQFRQVXPSWLRQDQGWKHUHVWIRULQGXVWULHV

&DVVDYD LV DPDLQ VRXUFHRI FDUERK\GUDWHV WRPHHW WKHGLHWDU\ UHTXLUHPHQWVRI ORZ
LQFRPHFRQVXPHUVLQPRVWSDUWVRI$IULFD1ZHNH%HUU\)RUH[DPSOH
1ZHNH  LQGLFDWHG WKDW LQ WKH 'HPRFUDWLF 5HSXEOLF RI &RQJR FDVVDYD
FRQWULEXWHVPRUHWKDQFDORULHVSHUSHUVRQSHUGD\WRWKHGLHWDQGPDQ\IDPLOLHV
HDWFDVVDYDIRUEUHDNIDVWOXQFKDQGGLQQHU,Q*KDQD02)$HVWLPDWHGOHYHOV
RISHU FDSLWDFRQVXPSWLRQRI FDVVDYDDV ULVLQJ IURPNJKHDG\U LQ WR
NJKHDG\U LQ  2YHU WKH VDPH SHULRG SHU FDSLWD FRQVXPSWLRQ RI \DP DFWXDOO\




&DVVDYD SURYLGHV HPSOR\PHQW IRRG DQG FDVK LQFRPH WR IDUPHUV SURFHVVRUV DQG
GLVWULEXWRUVDORQJWKHYDOXHFKDLQ:RUOGZLGHDODUJHQXPEHURIKRXVHKROGVSURGXFH
FDVVDYD IRU WKH PDUNHWV )RU H[DPSOH 02)$  HVWLPDWHG WKDW 
IDUPLQJKRXVHKROGVDUHHQJDJHGLQFDVVDYDFXOWLYDWLRQLQ*KDQD7KHDYDLODELOLW\RI
PDUNHWVIRUWKHYHU\KLJKQXPEHURIFDVVDYDSURGXFWVHQKDQFHVWKHUROHRIFDVVDYDLQ




,Q LQGXVWU\ FDVVDYD IORXU LV XVHG LQ WKH IRRG PDQXIDFWXULQJ VHFWRU IRU LPSURYHG
WUDGLWLRQDO IRRGV VXFK DV LQVWDQW IXIX DQG LQ SDSHU ERDUG DQG SO\ZRRG LQGXVWULHV
&DVVDYD VWDUFK LV XVHG IRU WH[WLOHV ELRGHJUDGDEOH SODVWLFV DQG SKDUPDFHXWLFDOV DQG
FDVVDYDGHULYHG JOXFRVH V\UXS LV DOVR XVHG LQ WKH SKDUPDFHXWLFDO LQGXVWU\
%DODJRSDODQ  +HQU\ DQG +HUVKH\  :HVWE\  ']LHG]RDYH HW DO


/HDYHV SHOOHWV FKLSV DQG GULHG URRWV DUH LQFUHDVLQJO\ EHLQJ XVHG E\ WKH OLYHVWRFN
LQGXVWU\ %DODJRSDODQ  +HQU\ DQG +HUVKH\  :HVWE\  7KLV LV







ZLWK S+ IURP  WR  HUUDWLF UDLQIHG FRQGLWLRQV DQG WKH FHUWDLQW\ RI \LHOGLQJ HYHQ
XQGHUWKHPRVWDGYHUVHFRQGLWLRQVVXFKDVHURGHGDQGGHJUDGHGODQGV1ZHNH
+RZHOHU  ,W LV WKHUHIRUH JURZQ E\ SRRU IDUPHUV ZKR OLYH LQ WKHVH PDUJLQDO
DUHDV&DVVDYD(?VUHVLVWDQFHWRGURXJKWZDVH[SHULHQFHGLQ*KDQDLQZKHQDOO
FURSV DSDUW IURP FDVVDYD IDLOHG DQG LW ZDV WKDW WLPH WKDW FDVVDYD EHFDPH ILUPO\






&DVVDYD LV KLJKO\ SHULVKDEOH ,W LV VXEMHFW WR D UDSLG GHWHULRUDWLRQ SURFHVV LI QR
SUHVHUYDWLRQPHDVXUHVDUHDGRSWHGZLWKLQKRXUV7KHURRWVVXIIHUIURPDQDELRWLF
VWUHVVUHVSRQVH UHIHUUHG WR DV 3RVWKDUYHVW 3K\VLRORJLFDO 'HWHULRUDWLRQ 33' E\
%HHFKLQJHW DO 33' OHDYHV WKH URRWVXQSDODWDEOH DQGXQPDUNHWDEOH ,WGRHV
QRW SUHVHQW D VHULRXV SUREOHP WR ORFDWLRQV ZKHUH FDVVDYD URRWV DUH KDUYHVWHG
FRQVXPHG RU SURFHVVHG LPPHGLDWHO\ :LWK WKH HQWU\ RI UXUDO IDUPHUV LQWR WKH FDVK
HFRQRP\DQGSURFHVVLQJRQDODUJHULQGXVWULDOVFDOHWLPHVDQGGLVWDQFHEHWZHHQILHOG
DQGFRQVXPHURUSURFHVVRUKDYHLQFUHDVHGDQG33'KDVEHFRPHDPDMRUFRQVWUDLQWWR
ORQJ GLVWDQFH WUDQVSRUWDWLRQ WR PDUNHWV DQG SURFHVVLQJ FHQWUHV :HVWE\ 
%DODJRSDODQ33' LVREVHUYHGDVDEOXHEODFNGLVFRORXUDWLRQRI WKHYDVFXODU
WLVVXHV WKDW VSUHDG IURP WKH ZRXQG VLWHV GXH WR KDUYHVWLQJ RU KDQGOLQJ 6HFRQGDU\
GHWHULRUDWLRQRFFXUVDWDODWWHUVWDJHZKHQWKHURRWVDUHDWWDFNHGE\PLFURRUJDQLVPV








HW DO  ,)$' ,WZDVREVHUYHG WKDW WKHEXONLQHVVRI WKH URRWV DOVRSXWV
PRUHVWUHVVRQIDUPHUVEHFDXVHWKH\GRQRWKDYHDSSURSULDWHWUDQVSRUWPHDQVWRKDXO
WKH URRWV IURP WKH ILHOGV 7KH\ WKHUHIRUH GHSHQG RQ KHDG SRUWHUDJH ZKLFK LV
LQHIILFLHQW DQG LQDSSURSULDWH IRU WKLVEXON\ DQGSHULVKDEOH FRPPRGLW\ $GG\ HW DO
1ZHNH7KXVLPSURYHGSURFHVVLQJDQGIRRGSUHSDUDWLRQPHWKRGVPDNH
LWSRVVLEOHIRUFDVVDYDSURGXFWVWREHWUDQVSRUWHGDWUHGXFHGFRVWVRYHUSRRUURDGVWR









WKLRF\DQDWH UHVXOWLQJ IURP GLHWDU\ F\DQLGH H[SRVXUH FDQ DJJUDYDWH LRGLQH H[SRVXUH
GHILFLHQF\ H[SUHVVHG DV JRLWUH DQG FUHWLQLVP &DVVDYD IHUPHQWDWLRQ E\ ODFWLF DFLG
EDFWHULDHJLQJDULDQGDJEHOLPDLPSURYHVVDIHW\RIWKHSURGXFWVDJDLQVWSDWKRJHQV
UHGXFHV F\DQLGH FRQWHQW DQG LPSURYHV QXWULWLRQDO YDOXH $GMHNXP  ,W LV





IURP KDUYHVWLQJ WKURXJK SURFHVVLQJ ,,7$  HVWDEOLVKHG WKDW RQH KHFWDUH RI
FDVVDYDFRQWDLQLQJ07RIURRWVQHHGVDSSUR[LPDWHO\SHUVRQKRXUVWRKDUYHVW
DQGSURFHVV2XWRI WKLVSHUVRQKRXUVDUHQHHGHGIRUKDUYHVWLQJKRXUVIRU







































ODUJHVW SURGXFHU LQ $IULFD ZLWK DQ DQQXDO SURGXFWLRQ RI  PLOOLRQ 07 %\ 
































 7KH &DVVDYD 6PDOO DQG 0HGLXP6FDOH 60( (QWHUSULVH 3URMHFW LQ :HVW
$IULFD
7KHUHVHDUFKHUZDVDFROODERUDWRULQWKH&DVVDYD60(3URMHFWZKLFKUHVXOWHGLQWKH




7KH (XURSHDQ 8QLRQ IXQGHG SURMHFW ³'HYHORSPHQW RI WKH VPDOO DQG PHGLXP VFDOH
HQWHUSULVHVHFWRUSURGXFLQJFDVVDYDEDVHGSURGXFWV WRPHHWHPHUJLQJXUEDQGHPDQG
LQ :HVW $IULFD´ ^,1&2'(9 ,&$&7` ZDV FDUULHG RXW IURP 
 LQ*KDQDDQG1LJHULD7KHSURMHFWZDV FRRUGLQDWHGE\ WKH1DWXUDO5HVRXUFHV
,QVWLWXWH 15, RI WKH 8QLYHUVLW\ RI *UHHQZLFK LQ WKH 8. 7KH RYHUDOO DLP RI WKLV
SURMHFWZDV WRGHYHORS VHOHFWHGFDVVDYDEDVHG IRRGV IHUPHQWHG IXIX SRXQGHG IXIX













Y 'HYHORSPHQW RI DSSURSULDWH TXDOLW\ DVVXUDQFH V\VWHPV IRU 60(V HQJDJHG LQ
FRPPHUFLDOSURFHVVLQJRIWUDGLWLRQDOIRRGVSURGXFWV
YL 7R GHYHORS PRUH FRVWHIIHFWLYH DQG HQYLURQPHQWDOO\ VHQVLWLYH SURFHVVHV WKDW
ZLOOPDNHFRPPHUFLDOPDQXIDFWXUHGFDVVDYDSURGXFWVPRUHDIIRUGDEOH




7KH UHVHDUFKHU ZDV D SDUWQHU LQ :RUN 3DFNDJH  ± 6RFLDO GHYHORSPHQW DQG
OLYHOLKRRG DVVHVVPHQW 7KLV ZRUN SDFNDJH ZDV WDVNHG WR JDWKHU EDVHOLQH GDWD WR
LGHQWLI\ WKH H[LVWLQJ FRQWULEXWLRQ RI FDVVDYD SURFHVVLQJ LQWR IXIX NRNRQWH DQG
FDVVDYDIORXUJULWVWRKRXVHKROGOLYHOLKRRGV\VWHPV7KHEDVHOLQHGDWDZDVFRQGXFWHG




QRW UHPLW IXQGV WR SURMHFW SDUWQHUV )XQGV ZHUH ODWHU UHOHDVHG LQ  IRU ZRUN WR
FRQWLQXH DQG WKH SURMHFW ZDV H[WHQGHG IRU D RQH \HDU SHULRG DQG ILQDOO\ HQGHG LQ
'HFHPEHU  $Q DVVHVVPHQW RI WKH FRQWULEXWLRQ RI FDVVDYD SURFHVVLQJ WR WKH








DQG NRNRQWH YDOXH FKDLQV ZDV FRQGXFWHG EHWZHHQ -DQXDU\ DQG $SULO  7KLV
LQYROYHG WUDLQLQJRISURFHVVRUVRQ WKHXVHRI WKH LPSURYHG LQVWDQW IXIX SRZGHUDQG
WKHNRNRQWHPLQLFKLSWHFKQLTXHDOOGHYHORSHGE\WKH)5,

7ZR LPSRUWDQW LVVXHV FDPH XS DIWHU WKH XSJUDGLQJ H[HUFLVH )LUVW WKH LQVWDQW IXIX
DSSHDUHGDQHFGRWDOO\WREHEHLQJDGRSWHGEXWEHFDXVHRIGHOD\VLQWKHSURMHFWVWDUW
ODUJHVFDOH DGRSWLRQ ZDV QRW DSSDUHQW GXULQJ WKH OLIHWLPH RI WKH SURMHFW $IWHU WKH
LQLWLDO PHHWLQJV ZLWK SURFHVVRUV LQ  WHQWDWLYH GDWHV ZHUH DJUHHG XSRQ E\ WKH
UHVHDUFKHUV DQG WKH SURFHVVRUV IRU WKH WUDLQLQJ SURJUDP WR VWDUW 7KLV ZDV QRW GRQH





WKH SURMHFW 7KLV ZDV FRXSOHG ZLWK LQDGHTXDWH UHVHDUFK IXQGLQJ IRU WKH WKHVLV 7KH
IRFXV RI WKH WKHVLV WKHUHIRUH FKDQJHG WR WKH ZD\ LQ ZKLFK IHDWXUHV RI OLYHOLKRRGV
LQIOXHQFHSRVLWLYHO\RUQHJDWLYHO\WKHSURVSHFWVIRUYDOXHFKDLQXSJUDGLQJ










&DVVDYD SURFHVVLQJ LV D ZLGHVSUHDG OLYHOLKRRG VWUDWHJ\ FDUULHG RXW E\ WUDGLWLRQDO
FDVVDYD SURFHVVRUV DQG VPDOOVFDOH FRPPHUFLDO SURFHVVLQJ XQLWV 7KH WUDGLWLRQDO




FDVVDYD LQYROYHV SHHOLQJ ERLOLQJ SRXQGLQJ JUDWLQJ GHK\GUDWLRQ VLIWLQJ
IHUPHQWDWLRQPLOOLQJDQGURDVWLQJ6RPHRIWKHVHSURFHVVHVIRUH[DPSOHJUDWLQJDQG
IHUPHQWDWLRQRSHUDWLRQV KDYHEHHQ IRXQG WR UHGXFH WKH OHYHO RI F\DQLGH LQ FDVVDYD
LPSURYH VDIHW\ RI WKH SURGXFWV DJDLQVW SDWKRJHQV DQG LPSURYH QXWULWLRQDO YDOXH
$GMHNXP:HVWE\2IRULHWDO

7KHPDLQSUREOHPDUHD LGHQWLILHG LV XSJUDGLQJ RIYDOXHFKDLQVRI VHOHFWHGFDVVDYD
SURFHVVHG SURGXFWV SRXQGHG IXIX NRNRQWH DQG +4&) ZLWKLQ WKH FRQWH[W RI
OLYHOLKRRGVRIWKHNH\DFWRUV

3RXQGHG IXIX LV D PDMRU GLHW IRU PRVW *KDQDLDQV HVSHFLDOO\ LQ WKH 6RXWKHUQ VHFWRU
ZKHUHWKHEXONRIWKHIXIXLVSUHSDUHGDQGFRQVXPHGE\KRXVHKROGV2QXPDK
DQG-XPDKHWDOHVWLPDWHGWKDWDERXWRIWKH*KDQDLDQSRSXODWLRQHDWVLW
)XIX LV SUHSDUHG E\ SHHOLQJ FDVVDYD ZDVKLQJ ERLOLQJ DQG SRXQGLQJ LQ D PRUWDU
EHIRUHVHUYLQJZLWKVRXS3URFHVVLQJRIIXIXKDVEHHQIRXQGWREHWLPHFRQVXPLQJDV
PXFK WLPH LV VSHQW RQ SHHOLQJ ZDVKLQJ ERLOLQJ DQG SRXQGLQJ DQG SRXQGLQJ LV
ODERXULQWHQVLYHDVLWLVFDUULHGRXWPDQXDOO\$GMHNXP&ROOLQVRQHWDO
2IRULHWDO)XUWKHUPRUH WKHUHLV WKHSHUFHSWLRQWKDW LQDUHDVZKHUHPHQDUH











IRFXVVHG RQ IXIXSRXQGLQJ PDFKLQHV ZKLFK ZHUH WRR ODUJH DQG WRR H[SHQVLYH IRU
KRXVHKROGV DQG FKRS EDU RSHUDWRUV 2QXPDK  /DWHU WKH LQVWDQW IXIX SRZGHU





WKH\ ZHUH OLNHO\ WR SXUFKDVH WKH SURGXFW GHSHQGLQJ RQ SULFH K\JLHQLF QDWXUH DQG
SDFNDJLQJ-XPDKHWDOIRXQGWKDWDOWKRXJKWKHLQVWDQW IXIXSRZGHUKDVEHHQ
RQ WKH PDUNHW IRU VRPH WLPH SDWURQDJH RI WKH SURGXFW LV VWLOO YHU\ ORZ JLYHQ WKDW
RYHU  RI *KDQD(?V SRSXODWLRQ HDWIXIX $FFRUGLQJ WR -XPDK HW DO 
UHVSRQGHQWV WRRN LQWR FRQVLGHUDWLRQ VHQVRU\ IDFWRUV VXFK DV WDVWH RGRXU WH[WXUH
FRORXUKDQGIHHOVPRRWKQHVVPRXWKIHHOHODVWLFLW\DQGVWLFNLQHVV7KH\DOVRFRQVLGHU
SULFHZKLOHPDNLQJGHFLVLRQVWREX\WKHLQVWDQWIXIXSRZGHU7KHLQVWDQWIXIXSRZGHU
LV WKXV EHLQJ XVHG E\ IHZ LQGLYLGXDOV HVSHFLDOO\ WKH XUEDQ PLGGOHLQFRPH JURXS
3UHOLPLQDU\LQYHVWLJDWLRQVIRUWKLVUHVHDUFKVKRZHGWKDWQRQHRIWKHFRPPHUFLDO IXIX
SURFHVVRUV DW WKH FKRS EDUV ORFDO UHVWDXUDQWV LV XVLQJ WKH LQVWDQW IXIX SRZGHU WR
SUHSDUHIXIX,QVWHDGWKH\DOOSUHSDUHWKHWUDGLWLRQDOIXIXIRUFRQVXPHUV






DQG GR QRW GU\ TXLFNO\ WKH\ DUH XVXDOO\ OHIW RYHUQLJKW DW WKH GU\LQJ SODFHV
XQFRYHUHG7KLVPHWKRGRINRNRQWHSURFHVVLQJKDVEHHQ IRXQG WREHXQGHVLUDEOH DV
IXQJDOJURZWKKDVEHHQREVHUYHGZLGHO\RQWKHGULHGFDVVDYDFKLSV:DUHLQJHWDO
 7KH SUHVHQFH RI WKHVH IXQJL UHVXOWV LQ WKH UHOHDVH RI VHFRQGDU\ PHWDEROLWHV
VXFKDVDIODWR[LQDQGRWKHUP\FRWR[LQVLQWRWKHFDVVDYDFKLSVPDNLQJWKHPXQVDIHIRU
KXPDQ FRQVXPSWLRQ 3DFNDJLQJ RI NRNRQWH LV DOVR DQRWKHU SUREOHPDWLF LVVXH 7KH
SURGXFWLVVWRUHGLQMXWHVDFNVZKLFKDUHH[SRVHGWRLQVHFWLQIHVWDWLRQHVSHFLDOO\WKH




KRZHYHU GR QRW HDW LW EHFDXVH RI LWV XQK\JLHQLF PHWKRG RI SURGXFWLRQ DQG IRRG
VDIHW\

$ QHZ SURGXFW WKH FDVVDYD PLQLFKLS ZKLFK LV PRUH K\JLHQLFDOO\ SUHSDUHG ZDV




WZR WR WKUHH GD\V DV RSSRVHG WR WKH WZR ZHHNV GU\LQJ SHULRG RI WKH WUDGLWLRQDO
NRNRQWH$OVWKXOREVHUYHGWKDWWKHVKRUWHUGU\LQJSHULRGRIWKHPLQLFKLSOHDGV
WR D KLJKHU VWDUFK FRQWHQW WKDQ LQ WUDGLWLRQDO NRNRQWH 2WKHU DGYDQWDJHV LGHQWLILHG
ZHUH WKDW PLQLFKLSV DUH VWRUDEOH IRU D SHULRG RI XS WR HLJKW PRQWKV ZLWKRXW DQ\

















WDNHQ LQWR FRQVLGHUDWLRQ E\SHRSOH DGRSWLQJ LQQRYDWLRQV7KH WHFKQRORJ\ VKRXOGEH
SHUFHLYHGDVEHWWHU WKDQ WKH LGHD LW VXSHUVHGHVFRQVLVWHQWZLWKH[LVWLQJYDOXHVSDVW
H[SHULHQFHV DQG QHHGV RI SRWHQWLDO DGRSWHUV VKRXOG QRW EH GLIILFXOW WR XQGHUVWDQG
FRXOGEHH[SHULPHQWHGZLWKRQDOLPLWHGEDVLVDQGUHVXOWVVKRXOGEHYLVLEOHWRRWKHUV
+RZHYHU /HHXZLV DQG YDQ GHQ %DQ  SUHIHUUHG WR ORRN DW WKHVH IDFWRUV DV
FKDUDFWHULVWLFVRIOHDUQLQJDUHDVWKDWKHOSWRXQGHUVWDQGZK\OHDUQLQJRFFXUVHDVLO\RU
QRW$OVR LQ VRPHDUHDVRI OHDUQLQJ WKHSURFHVVHV LQYROYHGFDQEHHDVLO\REVHUYHG
ZLWK WKH KHOS RI KXPDQ VHQVHV ,Q WKH FDVH RI WULDELOLW\ LW FDQ IDFLOLWDWH RU KLQGHU
OHDUQLQJEHFDXVHVPDOOWULDOVDOORZSHRSOHWRPDNHWKHEHVWRXWRIQHZSUDFWLFHVDQG






,W LVDVVXPHG WKDW LISRXQGHG IXIXDQGNRNRQWHDUHZLGHO\FRQVXPHG WKHQ WKH\ZLOO




RQH ZRXOG VXVSHFW WKDW SHRSOH ZRXOG DFFHSW LQQRYDWLRQ LQ WKDW VHFWRU 'HVSLWH WKH
SHUFHSWLRQWKDWVZHDWGULSVLQWRWKHIXIXZKLFKLVGLVWDVWHIXOWRFRQVXPHUVIURPPHQ
HQJDJHG LQ WKH SRXQGLQJ RI IXIX WKH ORQJ KRXUV VSHQW RQ LWV SUHSDUDWLRQ DQG WKH
GUXGJHU\LQYROYHGPDQ\SHRSOHKDYHQRW\HWDGRSWHGWKHIORXURUWKHPDFKLQH

:LWK DGRSWHU FDWHJRULHV 5RJHUV  LGHQWLILHG WKH ILUVW SHRSOH WR DGRSW D
WHFKQRORJ\DVLQQRYDWRUVIROORZHGE\HDUO\DGRSWHUVHDUO\PDMRULW\ODWHPDMRULW\DQG
WKH ODVW EHLQJ WKH ODJJDUGV /HHXZLV DQG YDQ GHQ %DQ  LQGLFDWHG WKDW VXFK
DGRSWLRQ UDWHV DQG FDWHJRULHV ZHUH FDOFXODWHG RQ WKH EDVLV RI LQGLYLGXDO UHVSRQVHV
HYHQ WKRXJK WKH\ EHOLHYH WKDW YLUWXDOO\ DOO LQQRYDWLRQV UHTXLUH FKDQJLQJ SDWWHUQV RI
FRRUGLQDWLRQ EHWZHHQ LQWHUGHSHQGHQW DFWRUV /HHXZLV DQG YDQ GHQ %DQ 
ZRQGHUHG ZKHWKHU WKH DVVXPSWLRQ RI D QRUPDOO\ GLVWULEXWHG GLIIXVLRQ FXUYH E\




6SLHOPDQ  LQGLFDWHG WKDW LQQRYDWLRQ V\VWHPV SHUVSHFWLYHV RQ DJULFXOWXUDO
UHVHDUFKDQG WHFKQRORJLFDOFKDQJHDUHEHFRPLQJDSRSXODUDSSURDFK WR WKHVWXG\RI




WKH HVVHQWLDO HOHPHQWV RI D QDWLRQDO DJULFXOWXUDO LQQRYDWLRQ V\VWHP WKH OLQNDJHV
EHWZHHQLWVFRPSRQHQWVDQGWKHLQVWLWXWLRQVDQGSROLFLHVWKDWFRQVWLWXWHWKHHQDEOLQJ
HQYLURQPHQW IRU LQQRYDWLRQ 7KH IUDPHZRUN NQRZQ DV $JULFXOWXUDO ,QQRYDWLRQ
6\VWHP$,6IUDPHZRUNZDVGHYHORSHGE\$UQROGDQG%HOODQGDGDSWHGE\
6SLHOPDQ DQG %LUQHU  ,W UHSUHVHQWV D PRYH DZD\ IURP D PRUH OLQHDU
LQWHUSUHWDWLRQ RI LQQRYDWLRQ DV D VHTXHQFH RI UHVHDUFK GHYHORSPHQW DQG










x $ NQRZOHGJH DQG HGXFDWLRQ GRPDLQ WKLV LV FRPSRVHG RI DJULFXOWXUDO
UHVHDUFKDQGHGXFDWLRQV\VWHPV
x $ EXVLQHVV HQWHUSULVH GRPDLQ WKLV FRPSULVHV WKH VHW RI YDOXH FKDLQ DFWRUV
DQGDFWLYLWLHVWKDWERWKXVHRXWSXWVIURPWKHNQRZOHGJHDQGHGXFDWLRQGRPDLQ
DQGLQQRYDWHLQGHSHQGHQWO\
x %ULGJLQJ LQVWLWXWLRQV WKDW OLQN WKHVH WZR GRPDLQV WKHVH DUH H[WHQVLRQ








WKH V\VWHP DUH IDUPHUV D ERWK DV FRQVXPHUV DQG SURGXFHUV RI NQRZOHGJH DQG
LQIRUPDWLRQEDVSURGXFHUVDQGFRQVXPHUVRIDJULFXOWXUDOJRRGVDQGVHUYLFHVFDV
EULGJLQJLQVWLWXWLRQVEHWZHHQYDULRXVFRPSRQHQWVGDVYDOXHFKDLQDFWRUV7KXVWKH






LPSRUWDQFHRIVWXG\LQJ LQQRYDWLRQDVDSURFHVV LQZKLFKNQRZOHGJH LVDFFXPXODWHG
DQG DSSOLHG E\ KHWHURJHQHRXV DJHQWV WKURXJK FRPSOH[ LQWHUDFWLRQV WKDW DUH EHLQJ
FRQGLWLRQHGE\ VRFLDO DQGHFRQRPLF LQVWLWXWLRQV$Q DGYDQWDJHRI WKH IUDPHZRUN LV


WKDW LW FDQ KHOS SROLF\ PDNHUV UHVHDUFKHUV UHVHDUFK PDQDJHUV HQWUHSUHQHXUV DQG
RWKHUV LGHQWLI\ DQG DQDO\VH QHZ ZD\V RI HQFRXUDJLQJ LQQRYDWLRQ ,W LV SDUWLFXODUO\
SURPLVLQJ IRUDJULFXOWXUDOGHYHORSPHQWEHFDXVH LW FDQKHOS LGHQWLI\ZKHUH WKHPRVW
ELQGLQJ FRQVWUDLQWV WR DJULFXOWXUDO LQQRYDWLRQ DUH ORFDWHG DQG KRZ EHWWHU WR WDUJHW
LQWHUYHQWLRQV WR UHPRYH VXFK FRQVWUDLQWV 6SLHOPDQ  KRZHYHU LQGLFDWHG WKDW
ZKLOH WKH IUDPHZRUN LV SOD\LQJ VXFK LPSRUWDQW UROHV VHYHUDO PHWKRGRORJLFDO DQG
DQDO\WLFDO VKRUWFRPLQJV DUH OLPLWLQJ LWV UHOHYDQFH WR SROLF\ DQG SROLF\ PDNLQJ
SURFHVVHVDQGWKXVWRVRFLDOZHOIDUHLPSURYHPHQW LQGHYHORSLQJFRXQWULHV7RGDWH
WKH DSSOLFDWLRQV RI WKH $,6 IUDPHZRUN KDYH EHHQ SULPDULO\ XVHG WR GHVFULEH
LQQRYDWLRQSURFHVVHVWKDWXQGHUOLHWKHLQWURGXFWLRQRIDJLYHQWHFKQRORJ\6SLHOPDQ






2QH LPSRUWDQW LVVXH LQ WKH XSJUDGLQJ RI WKH VHOHFWHG YDOXH FKDLQV LV WKH IDUPHU(?V
GHFLVLRQPDNLQJSURFHVVRQWKHLUPDUNHWRXWOHWVDQGZKLFKRIWKHSURFHVVHGSURGXFWV
JLYHPD[LPXPSURILWV 'D\ WRGD\GHFLVLRQVRQ IDUPVFDQ DQGRIWHQKDYH VWUDWHJLF
UHVXOWV $FFRUGLQJ WR 0LOOHU HW DO  WKH UROH RI VWUDWHJLF WKLQNLQJ GXULQJ
SODQQLQJ DQG GHFLVLRQ PDNLQJ LV WR NHHS PDQDJHPHQW IRFXVHG RQ ZKDW LV UHDOO\
LPSRUWDQWZKHQPDNLQJGHFLVLRQVWKDWZLOOLQIOXHQFHEXVLQHVVVXFFHVVDQGORQJWHUP
VXUYLYDO ,W ZDV DOVR REVHUYHG WKDW WKH DGRSWLRQ RI PDQDJHPHQW IXQFWLRQV ZLOO
FRQWULEXWH WR LQFUHDVH IDUPHUV(?SURILWV 3KLOOLSV DQG 3HWHUVRQ  0LOOHU HW DO


6RPH RI WKH NH\ GHFLVLRQV PDGH DW KRXVHKROG RU IDUP OHYHO LQFOXGH FKRLFH RI
DJULFXOWXUDO HQWHUSULVHV DOORFDWLRQ RI ODQG ODERXU DQG LQSXWV DQG DOVR PDUNHWLQJ
)UHQFKSRLQWHGRXW WKDWSHRSOHGRQRWXVHDOLQHDUGHFLVLRQPDNLQJSURFHVV
5DWKHUIDUPHUVFRQVLGHUPDQ\IDFWRUVVLPXOWDQHRXVO\)UHQFKREVHUYHGWKDW
IDUP GHFLVLRQV DUH XVXDOO\ LQIOXHQFHG E\ RQIDUP DQG RIIIDUP IDFWRUV 2QIDUP
IDFWRUV LQFOXGH VRFLRHFRQRPLF FRQGLWLRQV VXFK DV ODQG WHQXUH DFFHVV WR FUHGLW
VRFLDO QHWZRUNV SK\VLFDO FRQGLWLRQV RI WKH IDUP KRXVHKROG DQG ELRSK\VLFDO








WKHVLV ,W KDV EHHQ UHDOLVHG WKDW IDUPHUV QHHG RXWVLGH LQIRUPDWLRQ IRU PDNLQJ
LQYHVWPHQW DQG PDUNHWLQJ GHFLVLRQV )DUPHUV WKHUHIRUH VHHN LQIRUPDWLRQ IURP
PLGGOHPHQ ZKROHVDOHUV UHWDLOHUV SURFHVVRUV PDQXIDFWXUHUV DQG RWKHU IDUPHUV
)DUPHUVSURGXFHFDVVDYDDQGVHOOWKHURRWVGLUHFWO\LQWKHPDUNHW7KHPDUNHWLVPDGH
XS RI PLGGOHPHQ SURFHVVRUV DQG FRQVXPHUV 9DOXH &KDLQ DQDO\VLV LV DQ LPSRUWDQW
ZD\RIFRQFHSWXDOLVLQJWKHVHDFWRUV

6RPH IDUPHUV VHOO WKH FDVVDYD URRWV VRPH SURFHVV WKH FDVVDYD URRWV LQWR RWKHU
SURGXFWVEHIRUHVHOOLQJDQGVRPHFDUU\RXWERWKDFWLYLWLHV0HDQZKLOHWKHVHIDUPHUV
GR QRW XVXDOO\ NHHS IDUP UHFRUGV RU FDUU\ RXW FRVWEHQHILW DQDO\VLV )UHQFK 
REVHUYHG WKDW HYHQ WKRXJK QRW DOO IDUPHUV GR GHWDLOHG FRVWEHQHILW DQDO\VHV WKH\
XVXDOO\PDNHDEXGJHW³LQWKHLUKHDGV´$QLVVXHWKDWDULVHVLVWKDWVLQFHWKH\KDYHQRW
EHHQFDUU\LQJRXWDQ\FRVWEHQHILWDQDO\VLVWKH\GRQRWNQRZWKHDFWXDOSURGXFWWKDW
JLYHV WKHP PRUH SURILW 7KH\ DUH WKHUHIRUH XQDEOH WR GHWHUPLQH ZKLFK RI WKH














LY 7RH[DPLQH IDFWRUV WKDW IDUPHUV FRQVLGHU LQGHFLGLQJZKHWKHU WR VHOO IUHVK








,Q DQ\YDOXHFKDLQ WKHUHDUHGLIIHUHQWDFWRUV IURP LQFHSWLRQRI WKHSURGXFW WKURXJK
SURGXFWLRQ DQG GLVWULEXWLRQ WR WKH FRQVXPHU 7KH PDLQ PDUNHW FKDLQ DFWRUV ZHUH
LGHQWLILHGDVSURGXFHUVSURFHVVRUVGLVWULEXWRUVPLGGOHPHQDQGWUDQVSRUWRSHUDWRUV
DQG WKH ILQDO FRQVXPHU .DSOLQVN\  +HOOLQ HW DO  7KHVH DFWRUV KDYH
GLIIHUHQW IXQFWLRQV WKDWDOORZIRU WKHSK\VLFDO WUDQVIRUPDWLRQRI LQSXWV LQWRRXWSXWV
$V WKHSURGXFWPDUNHWJURZVDQGPRUHSURGXFW DQGPRQH\ IORZVXSDQGGRZQ WKH





SUDFWLFHV WKDWDUHEH\RQG WKHGLUHFWFRQWURORIHFRQRPLFDFWRUV LQ WKHPDUNHWFKDLQ
+HOOLQHWDO7KXVWKHPDSLVPDGHXSRIWKHVHWKUHHLQWHUOLQNHGFRPSRQHQWV
,QDFDVVDYDYDOXHFKDLQWKHUHH[LVWVDUHODWLRQVKLSEHWZHHQWKHYDOXHFKDLQRSHUDWRUV





























3RVW KDUYHVW YDOXH DGGLWLRQ WR FDVVDYD LV KLQGHUHG E\ KLJK FRVW RI SURGXFLQJ DQG
DVVHPEOLQJ IUHVK URRWV 2QXPDK DQG &RXOWHU  7KH FRVW RI DVVHPEOLQJ WKH
EXON\URRWVLVKLJKEHFDXVHIDUPVDUHVPDOODQGZLGHO\VFDWWHUHGIDUPHUVDUHQRWZHOO




F\FOLFDO FKDQJHV LQ FDVVDYD SURGXFWLRQ ZKLFK LQ WXUQ GLVFRXUDJHV LQYHVWPHQW LQ
SURFHVVLQJ

,Q *KDQD WKHUH LV WKH WHFKQLFDO DQG FRPPHUFLDO SRWHQWLDO IRU SURGXFLQJ QHZ DQG
LPSURYHG FDVVDYD SURGXFWV VXFK DV LQVWDQW IXIX LQVWDQW DJEHOLPD EDNHU\ IORXU DQG






VWDEOH PDUNHWV IRU WKH LQWHUPHGLDWH SURGXFWV VXFK DV FDVVDYD JULWV )RU WKH
LQWHUPHGLDULHV LW UHSUHVHQWVQHZEXVLQHVVRSSRUWXQLWLHVZKLOHHQGXVHUVDUHDWWUDFWHG




L SURFHVV WKHLU RZQ FDVVDYD URRWV LQWR JULWV DQG VHOO WR LQWHUPHGLDU\ SURFHVVRUV
ZKRILQDOO\SURFHVVLQWR+4&)
LL VHOO IUHVK FDVVDYD URRWV WR YLOODJH SURFHVVLQJ XQLWV ZKR SURFHVV LQWR JULWV DQG
VHOOWRWKHLQWHUPHGLDU\SURFHVVRU
LLL HLWKHU VHOO WKH FDVVDYD URRWV RU SURFHVV WKHP LQWR RWKHU SURGXFWV VXFK DV
DJEHOLPDNRNRQWHDQGJDUL
7KH XVH RI DQ LQWHUPHGLDU\ SURFHVVRU KDV EHFRPH YHU\ LPSRUWDQW LQ WKH FDVVDYD









,W KDV EHHQ REVHUYHG WKDW OLYHOLKRRG DQDO\VLV LGHQWLILHV KRZ SHRSOH(?V DVHWV DIIHFW
VWUDWHJLHVWKDWWKH\GHYHORSDQGWKHLUUROHLVXQGRXEWHGO\LPSRUWDQWLQXQGHUVWDQGLQJ
DFFHVVWRPDUNHWV)HZOLYHOLKRRGVWXGLHVKDYHDGGUHVVHGWKHIXQFWLRQLQJRIPDUNHWV
EXW WKH DSSURDFK GRHV QRW SURYLGH ZHOOGHYHORSHG WRROV WR WKLQN DERXW WKH YHUWLFDO
OLQNDJHVEHWZHHQ ORFDO QDWLRQDODQGJOREDOPDUNHWV .DQMLHW DO7KH9DOXH
&KDLQ $SSURDFK 9&$ KDV EHHQ D XVHIXO PHWKRGRORJ\ IRU XQGHUVWDQGLQJ KRZ
PDUNHWV RSHUDWH IRU D SDUWLFXODU JRRG .DSOLQVN\  )RU H[DPSOH LQ EX\HU
GULYHQYDOXHFKDLQVEX\HUVFDQGLUHFWO\LQIOXHQFHSURGXFWLRQDFWLYLWLHVLQFOXGLQJWKH




.XOD HW DO  QRWHG WKDW DV FRPSHWLWLYH DGYDQWDJH HYROYHV DURXQG WKH PDUNHW
SODFH WKHUH LV FRQVWDQW PDUNHW SUHVVXUH IRU LPSURYHG HIILFLHQF\ LQQRYDWLRQ DQG
UHGHILQLWLRQRI FRQVXPHUGHPDQGE\SURGXFHUV 7KHVH FDOO IRU ILUPOHYHO XSJUDGLQJ
ZKLFK UHTXLUHV DFFHVV WR LQIRUPDWLRQ WHFKQRORJ\ DQG FDSLWDO RU ILQDQFH 7KXV IRU

































&DVVDYD LV LPSRUWDQW LQ WKH HFRQRP\ RI *KDQD ZLWK UHJDUGV WR LWV UROH DV D IRRG
UHVHUYH DQG IRRG VHFXULW\ FURS LWV FRQWULEXWLRQ WR WKH *URVV 'RPHVWLF 3URGXFW DQG
DOVRWRWKHOLYHOLKRRGVRIDFWRUVLQWKHFDVVDYDYDOXHFKDLQ2ZLQJWRWKHLPSRUWDQFH
DWWDFKHG WR FDVVDYD JRYHUQPHQWV RYHU WKH \HDUV LQLWLDWHG PRYHV WR LPSURYH RQ LWV
SURGXFWLRQ7KLVFKDSWHU ORRNVDW WKHRULJLQDQGVSUHDGRIFDVVDYD LWVSURGXFWLRQLQ
*KDQDSURFHVVLQJDFWLYLWLHVPDUNHWLQJDQGXWLOL]DWLRQRI WKHFURSDQGLWVSURFHVVHG
SURGXFWV 7KH FKDSWHU DOVR UHYLHZV *RYHUQPHQW SROLF\ DQG VXSSRUW IRU WKH FDVVDYD
VXEVHFWRU LQ WHUPV RI LQLWLDWLYHV VXFK DV WKH 1DWLRQDO 5RRW DQG 7XEHU &URSV
,PSURYHPHQW 3URMHFW 157&,3 7KH 1DWLRQDO 5RRWV DQG 7XEHUV ,PSURYHPHQW





HVFXOHQWD&UDQW]RQH LQ0H[LFR LQ&HQWUDO$PHULFDDQG WKHRWKHU LQQRUWKHDVWHUQ




WKHQ LW VSUHDG WR RWKHU DUHDV 3XUVHJORYH  UHSRUWHG WKDW FDVVDYD ZDV WDNHQ WR
5HXQLRQRII WKH(DVW$IULFDQ&RDVW LQDQGZDV UHFRUGHG LQ=DQ]LEDU LQ
&XOWLYDWLRQLQFUHDVHGDIWHULQWKH(DVW$IULFDQWHUULWRULHVDVDUHVXOWRIWKHHIIRUWV
RI(XURSHDQVDQG$UDEVZKRZHUHSXVKLQJ LQWR WKH LQWHULRUDQGZKRUHFRJQLVHG LWV









XVHGFURSRI WKHSHRSOHRI WKHFRDVWDOSODLQV $GDPV7KHVSUHDGRIFDVVDYD
IURP WKH FRDVW LQWR WKHKLQWHUODQG ZDV YHU\ VORZ ,W UHDFKHG $VKDQWL %URQJ $KDIR
DQG1RUWKHUQ*KDQDPDLQO\DURXQG7DPDOHLQ.RUDQJ$PRDNRKHWDO





FURS $FFRUGLQJ WR 02)$  WKH WRWDO FURSSHG DUHD URVH IURP  KD LQ
 WR  KD LQ  2YHU WKH VDPH SHULRG SURGXFWLRQ LQFUHDVHG IURP
07WR0702)$ ,Q7KH(DVWHUQDQG%URQJ




3URGXFWLRQILJXUHVVKRZWKDW WKH(DVWHUQ5HJLRQ LV WKHOHDGLQJSURGXFHU7DEOH
LQ  SURGXFLQJ   RI WKH WRWDO SURGXFWLRQ IROORZHG E\ %URQJ $KDIR ZLWK






5HJLRQ &URSSHGDUHDKD  3URGXFWLRQ07 
(DVWHUQ    
%URQJ$KDIR    
&HQWUDO    
$VKDQWL    
9ROWD    
:HVWHUQ    
1RUWKHUQ    
*UHDWHU$FFUD    
8SSHU:HVW    
8SSHU(DVW    

































































B U R K I N A     F A S O
1

   .LOR P HWHU V
*XOIRI*XLQHD
% Regions
>20 . Eastern, Brong Ahafo
15-19 . Central
10-14 . Ashanti, Volta
5-9 . Western
<5 . Northern, Greater Accra












&DQGD VRLO WHPSHUDWXUHRI DERXW&7HPSHUDWXUHVEHORZ& UHVXOW LQ WKH
FHVVDWLRQ RI JURZWK DQG LW LV HDVLO\ NLOOHG E\ IURVW 7KLV WHPSHUDWXUH UDQJH LV
FRQGXFLYH IRU FDVVDYD LQ *KDQD EHFDXVH DQQXDO DYHUDJH WHPSHUDWXUHV UDQJH IURP
&LQSODFHVQHDUWKHFRDVWWR&LQWKHH[WUHPHQRUWK7KHFURSUHTXLUHVDQ
DQQXDO ZHOO GLVWULEXWHG UDLQIDOO RI PP 5DLQIDOO GLVWULEXWLRQ E\ DJUR
HFRORJLFDO]RQHVLQ*KDQDVKRZVWKDWPHDQDQQXDOUDLQIDOOUDQJHVIURPPPLQWKH
FRDVWDO ]RQH WR PP LQ WKH UDLQIRUHVW 0HWHRURORJLFDO 6HUYLFHV 'HSDUWPHQW
 WKXV PDNLQJ WKH JURZWK RI FDVVDYD SRVVLEOH LQ DOO WKH DJURHFRORJLFDO ]RQHV
&DVVDYDJURZVZHOO LQVHPLDULGFRQGLWLRQVZLWK UDLQIDOODV ORZDVPPEXWFDQ
VXUYLYHWKHGU\VHDVRQRIPRQWKVDQGGRHVVRE\VKHGGLQJPRVWRILWVOHDYHVDQG
UHGXFLQJ LWV JURZWK UDWH $FFRUGLQJ WR 2VLUX HW DO  WKH IROORZLQJ DGGLWLRQDO
PHFKDQLVPV HQVXUH WKDW GURXJKW GRHV QRW VHULRXVO\ DIIHFW SODQW JURZWK L D
SKRWRVHQVLWLYHPHFKDQLVPDOORZVFDVVDYDOHDYHVWRPD[LPLVHLQWHUFHSWLRQRIVXQOLJKW
DW WLPHVZKHQ WUDQVSLUDWLRQ LV ORZ)RUH[DPSOH LQ WKHPRUQLQJDQG ODWHDIWHUQRRQ
OHDYHV WXUQ WR WKH GLUHFWLRQ RI WKH VXQ LL D GURRSLQJ PHFKDQLVP FDXVHV OHDYHV WR
GURRSZKHQ WHPSHUDWXUH LV WRRKLJKDQGLLL LQFUHDVHGSDUWLWLRQLQJRIGU\PDWWHU WR
WKHILEURXVURRWV\VWHPGXULQJSHULRGVRIGURXJKWLPSURYHVDFFHVVWRVRLOPRLVWXUH

&DVVDYD JURZV RQ D ZLGH UDQJH RI VRLOV EXW GRHV EHVW RQ OLJKW VDQG\ORDP VRLOV
([FHVVLYHO\IHUWLOHVRLOVOHDGWRWKHSURGXFWLRQRIPRUHVKRRWVDQGOHVVWXEHUPDWHULDO
7KH FURS LV KRZHYHU DGDSWDEOH WR PDUJLQDO VRLOV DQG HUUDWLF UDLQIHG FRQGLWLRQV DV




















,,7$ DQG WXUQLQJ WKHP RYHU WR *KDQD UHVHDUFKHUV IRU ILHOG WHVWLQJ 1ZHNH 




E\ WKH &URSV 5HVHDUFK ,QVWLWXWH &5, XQGHU WKH 1DWLRQDO 5RRW DQG 7XEHU &URSV
,PSURYHPHQW 3URMHFW 157&,3 ,Q  WKH WKHQ 8QLYHUVLW\ RI 6FLHQFH DQG
7HFKQRORJ\ QRZ .ZDPH 1NUXPDK 8QLYHUVLW\ RI 6FLHQFH DQG 7HFKQRORJ\ LQ
FROODERUDWLRQZLWKWKH,,7$UHOHDVHGDYDULHW\FDOOHG7HNEDQN\H$GMHNXPDQG2IRUL








%DQN\H%URQL &DVVDYD ZKLFK LV OLNH
DÄZKLWHPDQ(?
,W UHIHUV WR DHVWKHWLF YDOXH RI VRPH
PRUSKRORJLFDO SDUWV ZKLFK PD\ EH WKH
VWHPRUSHWLROH
7XJ\DELWXQWXQ 5HPRYH VRPH WXEHUV





UHPRYDO RI WXEHUV LV UHFRPPHQGHG ,W
DOVR LQGLFDWHV WKDWEODFN LV WKHFRORXURI
WKHRXWHUURRWFRUWH[RUVWHP
%RNHQWHPD 7XEHU \LHOG RI RQH
SODQWILOOVDEDVNHW
9HU\ KLJK \LHOGLQJ ZLWK WXEHUV ILOOLQJ D
EDVNHWWRWKHEULP
1ILHPXEDQN\H 7ZR\HDUVFDVVDYD 7KH FXOWLYDU WDNHV WZR \HDUV WR UHDFK
PDWXULW\LHDODWHPDWXULW\W\SH












'RHV QRW DWWUDFW SLOIHULQJ 7KLV PD\ EH
DWWULEXWHG WR LWV KLJK F\DQLGH FRQWHQW
SRRU FRRNLQJ TXDOLW\ RU ORZ \LHOG
SRWHQWLDO
%DQN\HERURGHH &DVVDYDSODQWDLQ 7KH WXEHU IOHVK FRORXU LV FODLPHG WR EH
VLPLODUWRWKDWRISODQWDLQLH\HOORZLVK
+DQL%DQN\H +XQWHU(?VFDVVDYD 5HIHUVWRWKHVZHHWQHVVRIWKHWXEHUVXFK
WKDW LW FDQ EH FRQVXPHG UDZ E\ WKH
KXQWHUZKRKDVQRWLPHWRFRRN
%DQN\HVRMD &DVVDYD UHVHPEOLQJ D
VROGLHU
7KH SODQW LV HUHFW DQG SUREDEO\ QRQ
EUDQFKLQJ
$PSHQN\HQH 'RHVQRWOLNHVDOW 5HIHUVWRWKHVZHHWWDVWHRIWKHURRWVDQG
WKHUHIRUH GR QRW UHTXLUH WKH DGGLWLRQ RI
VDOWGXULQJFRRNLQJ
<HPPDZR :HZRQ(?WJLYH\RX %HFDXVH WKH WXEHUV SRVVHVV H[FHOOHQW





&DVVDYD ZKLFK LV OLNH
D\RXQJODG\
3ODQWWXEHUYHU\EHDXWLIXO
(GDERZR 6WLOO ZHDULQJ WKH ROG
VFDUI"
)DUPHUV ZLOO NHHS FXOWLYDUV ZLWK VWDEOH
FRRNLQJTXDOLWLHV
%DQN\H+HPDD &DVVDYD ZKRVH EHDXW\
HTXDOV4XHHQ












$ILVLDIL  $OO]RQHV .RNRQWHDJEHOLPDJDUL
*EOHPRGXDGH  $OO]RQHV 6WDUFKIORXU
$EDVDILWDD










































































/DQGSUHSDUDWLRQEHJLQV LQ -DQXDU\ LQ WKH IRUHVW FRDVWDO DQG WUDQVLWLRQDO ]RQHV DQG
FRQWLQXHV XQWLO $SULO DQG 0D\ $QQRU)ULPSRQJ  7KLV LQYROYHV FOHDULQJ RI
QHZ ODQGVRU IDOORZ ODQGV ,Q WKH VDYDQQDK]RQHVPHFKDQLVHGSORXJKLQJ LV FDUULHG





&DVVDYD LV SURSDJDWHG IURP VWHP FXWWLQJV ZKLFK VSURXW RU SURGXFH URRWV ZLWKLQ D
ZHHN 3URSDJDWLRQ E\ VHHG LV QRW FRPPRQ EXW LV GRQH LQ FDVVDYD EUHHGLQJ 3ODQWV
HVWDEOLVKHG IURP VHHG DUH VPDOOHU ZHDNHU DQG VORZHU LQ JURZWK WKDQ SODQWV IURP




2XWRI WKHIRXUPHWKRGVRIFDVVDYDSURSDJDWLRQVWHPFXWWLQJV UHVXOW LQ WKHJUHDWHVW
FRPPHUFLDO \LHOGV VHHGV UHVXOW LQ JUHDW YDULDELOLW\ IRU VHOHFWLRQ GXULQJ EUHHGLQJ
VKRRWWLSVRIIHUUDSLGPXOWLSOLFDWLRQZKLFKHYHQWKHIDUPHUFDQSUDFWLFHEHFDXVHLWLV








7KH SODQW VWDUWV IORZHULQJ DW DERXW  ZHHNV DIWHU SODQWLQJ /HDI DUHD UHDFKHV D
PD[LPXPLQ IRXU WR ILYHPRQWKV7KHKHLJKWRIDFDVVDYDSODQW UDQJHV IURPP






:HHGV FRPSHWH ZLWK FDVVDYD IRU QXWULHQWV OLJKW DQG ZDWHU WKHUHE\ UHGXFLQJ FURS
JURZWKDQG\LHOG:HHGFRQWUROLVYHU\QHFHVVDU\GXULQJWKHILUVWWKUHHPRQWKVDIWHU
SODQWLQJEHFDXVHWKHFRPSHWLWLRQLVKLJKHUDWWKLVVWDJHDVWKH\RXQJFURSSODQWVQHHG




GRQH DW DERXW  PRQWKV DIWHU SODQWLQJ DQG D WKLUG PD\ EH GRQH WKUHH PRQWKV DIWHU
SODQWLQJ $IWHU WKDW FDQRS\ FORVXUH RFFXUV DQG QR IXUWKHU ZHHGLQJ LV QHFHVVDU\
:HHGV FDQ EH FRQWUROOHG XVLQJ SUHYHQWLYH FXOWXUDO DQG FKHPLFDO PHWKRGV 57,3
 ,Q SUHYHQWLYH ZHHG FRQWURO IDUPHUV DYRLG ILHOGV ZLWK VHULRXV SUREOHPV RI
ÄGLIILFXOW WR FRQWURO(? ZHHGV HJ VSHDU JUDVV DQG QXW JUDVV :HHGV FDQ DOVR EH
FRQWUROOHGEHIRUHWKH\IORZHUDQGIUXLWWRSUHYHQWWKHGLVSHUVDORIZHHGVHHGV

,Q FKHPLFDO ZHHG FRQWURO KHUELFLGHV DUH XVHG 7KHVH PD\ EH SUHSODQWLQJ SUH
HPHUJHQFHRUSRVWHPHUJHQFHKHUELFLGHV([DPSOHVRIKHUELFLGHVRQ WKHPDUNHWDUH





PL[WXUHV VXLWDEOH IRU WKHYDULRXV DJURHFRORJLFDO ]RQHV LQZKLFK WKH\RSHUDWH7ZR
W\SHVRIFURSSLQJV\VWHPVVHHPWRGRPLQDWHLQ*KDQD7KHVHDUHPRQRFURSSLQJDQG
LQWHUFURSSLQJ ,Q PRQR FURSSLQJ FDVVDYD LV WKH VROH FURS JURZQ ,Q LQWHUFURSSLQJ
FDVVDYD LV PL[HG ZLWK RWKHU FURSV )RU H[DPSOH LQ WKH IRUHVW ]RQH LW LV HLWKHU L





2QD IDUPQRW DOO FDVVDYD LV KDUYHVWHG DW WKH VDPH WLPH ,W LV WKHUHIRUH GLIILFXOW WR
WLPH WKHSODQWLQJRI WKHFURSZKLFKZLOO IROORZFDVVDYD LQ URWDWLRQ ,W LVRQO\ZKHQ






7KH PRVW LPSRUWDQW SHVWV DIIHFWLQJ SURGXFWLRQ DUH WKH FDVVDYD PHDO\EXJ FDVVDYD











7LPLQJ RI KDUYHVWLQJ LV DQ LPSRUWDQW IDFWRU WKDW DIIHFWV WKH \LHOG RI FDVVDYD
+DUYHVWLQJWRRHDUO\PD\UHVXOWLQYHU\ORZSHUFHQWDJHDQGTXDOLW\RIVWDUFK.LPHW
DO7KLVKRZHYHUGHSHQGVRQYDULHWDOFRQVLGHUDWLRQV,Q*KDQDIRUH[DPSOH









FRXOG OHDG WR ORVVHVRI VWDUFK LI WKH VWRUDJHSHULRG LV WRR ORQJ .QRWK 2QD


VPDOOVFDOHKDUYHVWHGFDVVDYDFDQEHEXULHGLQ WKHVRLO LQZKLFKFDVHFDUHLV WDNHQ
QRW WR LQMXUH DQ\ SDUW RI WKH URRW DV GHWHULRUDWLRQ FDQ VHW LQ 7KHUH DUH VHYHUDO
WUDGLWLRQDOVWUXFWXUHVIRUFDVVDYDVWRUDJHEXWFDVVDYDLVPRVWO\QRWVWRUHGDIWHUKDUYHVW
DV LW LV HLWKHU FRQVXPHG RU SURFHVVHG LQWR RWKHU SURGXFWV 7ZR LPSURYHG VWRUDJH
VWUXFWXUHVZHUHGHYHORSHGE\WKH15, LQFROODERUDWLRQZLWKWKH,QWHUQDWLRQDO&HQWUH
IRU7URSLFDO$JULFXOWXUH &,$7EXWDGRSWLRQZDV OLPLWHGGXH WRKLJK ODERXUFRVWV
KLJKFRVWRIFUDWHVDQGVNLOOVLQPDQDJHPHQW5LFNDUGDQG&RXUVH\7KHILUVW
RQHLQYROYHGWKHFODPSVLORLQZKLFKURRWVZHUHSLOHGXSLQDOD\HURIVWUDZDQGVRLO
ZLWK RSHQLQJV IRU YHQWLODWLRQ 7KLV ZDV IRU D SHULRG RI IRXU ZHHNV ,Q WKH VHFRQG
PHWKRGFDVVDYDZDVVWRUHGLQZRRGHQFUDWHVFRQWDLQLQJGDPSVDZGXVWIRUDSHULRG
RIZHHNV7KHFDVVDYDVWRUHGZHOOZLWKRXWZHLJKWORVVRUPLFURELDOGHWHULRUDWLRQ




7KH WUDGLWLRQDO PHWKRGV IRU SURFHVVLQJ FDVVDYD LQYROYH FRPELQDWLRQV RI GLIIHUHQW
WDVNVDFWLYLWLHV 3URFHVVLQJ LQFOXGHV SHHOLQJ JUDWLQJ GHK\GUDWLRQ DQG GHZDWHULQJ
VLIWLQJIHUPHQWDWLRQPLOOLQJDQGURDVWLQJ2IRULHWDO0HWKRGVRISURFHVVLQJ
WKHVHSURGXFWVDUHIRXQGLQ)LJXUHRQSDJH7KHPDMRUSURFHVVHGSURGXFWVLQ
*KDQD DUH FDVVDYD IORXU WDSLRFD JDUL NRNRQWH IXIX FDVVDYD IORXU WDSLRFD
DJEHOLNDNOR DN\HNH DJEHOLPD DQG \DND\DNH 0RVW RI WKH SURFHVVHG SURGXFWV DUH
OLVWHG LQ7DEOHRQSDJH&DVVDYDSURFHVVLQJ LV FDUULHGRXWPDLQO\E\YLOODJH
PLFURDQGVPDOOVFDOHSURFHVVLQJXQLWVPRVWRIZKLFKDUHIDPLO\HQWHUSULVHV'XHWR




RI WKHVH LQFOXGH (OVD )RRGV /LPLWHG 6XQQ\ DQG 6XQQ\ $PDVD $JUR 3URFHVVLQJ
&RPSDQ\$PDVDDQG1HDW)RRGV/LPLWHG$PDVDSURGXFHVPDLQO\+4&)ZKLFKLV
























































































































PHQWLRQHG DERYH $FFRUGLQJ WR 2QXPDK HW DO  WKHUH LV D VXEVWDQWLDO XQ
KDUYHVWHG VXUSOXV RI FDVVDYD URRWV UHSUHVHQWLQJ  RI WRWDO DQQXDO RXWSXW RI WKH
IUHVK URRWV 7KH WRWDO DPRXQW RI FDVVDYD SURGXFHG LQ  ZDV  07 DQG
 07 ZHUH DYDLODEOH IRU KXPDQ FRQVXPSWLRQ 7KH HVWLPDWHG QDWLRQDO
FRQVXPSWLRQZDV07OHDYLQJDVXUSOXVRI0702)$










$SDUW IURP WKH GRPHVWLF PDUNHW HQG PDUNHWV H[LVW IRU WKH LPSURYHG WUDGLWLRQDO
SURGXFWV LQ (XURSH DQG $PHULFD $FFRUGLQJ WR 2QXPDK HW DO  PRVW RI WKH
HQWHUSULVHV IRU WKH LPSURYHG WUDGLWLRQDO SURGXFWV HPHUJHG LQ WKH V DQG V





IRUZKHDW LQ WKHEDNHU\ DQGFRQIHFWLRQHU\ LQGXVWU\DQGDVDQDGKHVLYHIRUSO\ZRRG








)ROORZLQJ WKH LPSRUWDQFH DWWDFKHG WR FDVVDYD LQ WKH FRXQWU\ WKHUH KDYH EHHQ






LLL 7KH *RYHUQPHQW GHFODUHG  DV &DVVDYD <HDU 7KDW \HDU DQG VXEVHTXHQW
\HDUVZHUHGHYRWHGWRWKHSURPRWLRQRIFDVVDYDDQGLWVSURGXFWV




FDVVDYD SURGXFWLRQ SURFHVVLQJ DQG H[SRUW SRWHQWLDO DQG PDNH
UHFRPPHQGDWLRQV IRU LPPHGLDWH LPSOHPHQWDWLRQ 7KH 7DVN )RUFH VXEPLWWHG
UHFRPPHQGDWLRQV WR 02)$ UDQJLQJ IURP SROLF\ LVVXHV WKURXJK SURGXFWLRQ
UHVHDUFKH[WHQVLRQSURFHVVLQJWRPDUNHWLQJLQ2FWREHU

7KHUH ZHUH WZR SURMHFWV IXQGHG E\ WKH ,QWHUQDWLRQDO )XQG IRU $JULFXOWXUDO
'HYHORSPHQW,)$'7KHVHZHUHWKH1DWLRQDO5RRWDQG7XEHU&URSV,PSURYHPHQW
3URMHFW 157&,3 ZKLFK ZDV ODXQFKHG LQ  DQG WKH 1DWLRQDO 5RRW DQG
7XEHU ,PSURYHPHQW 3URJUDPPH 57,3  ZKLFK IRFXVVHG PDLQO\ RQ
SURGXFWLRQ 7KH 57,3 ZDV ODWHU GHYHORSHG LQWR WKH 1DWLRQDO 5RRW DQG 7XEHU
,PSURYHPHQWDQG0DUNHWLQJ3URJUDPPH57,03WRFUHDWHDEDODQFHEHWZHHQFURS
SURGXFWLRQDQGGRZQVWUHDPDFWLYLWLHVVXFKDVSURFHVVLQJDQGPDUNHWLQJWRPDNHVXUH





7KLV SURMHFW VWDUWHG LQ  DQG HQGHG LQ  ,W ZDV D FRPSRQHQW RI WKH *KDQD
6PDOOKROGHU5HKDELOLWDWLRQDQG'HYHORSPHQW3URJUDPPHIXQGHGE\,)$'7KHDLPV
RIWKH157&3DFFRUGLQJWR.LVVLHGXDQG2NROLZHUHWR




LLL 6WDUW D SURJUDPPH RI ELRORJLFDO FRQWURO RI FDVVDYD PHDO\EXJ DQG FDVVDYD
JUHHQPLWH
LY &RQGXFWDVXUYH\RIURRWFURSSURFHVVLQJWHFKQRORJLHVDWWKHYLOODJHOHYHODQG




2IRUL  7KH SURMHFW DOVR FRQFHQWUDWHG PRUH RQ WKH ELRORJLFDO FRQWURO




8QGHU WKH 157&,3 WKHUH ZHUH FURS LPSURYHPHQW DQG  ELRORJLFDO FRQWURO
SURJUDPPHVZKLFKDUHORQJWHUPDQGVKRXOGEHDFFRUGHGSHUPDQHQWRQJRLQJVWDWXV
WRHQDEOHSUREOHPVWREHDQWLFLSDWHGDQGWDFNOHGRQDFRQWLQXLQJEDVLV+RZHYHUWKH




)ROORZLQJ WKH DFFHSWDQFH RI WKH 57,3 3URMHFW $SSUDLVDO 5HSRUW ,)$'  WKH
5RRW DQG7XEHU ,PSURYHPHQW3URJUDPPH 57,3 FRPPHQFHG LQ -DQXDU\ DQG
ZDVVFKHGXOHG WRFORVHE\'HFHPEHUEXWH[WHQGHGXQWLO6HSWHPEHU7KH












LY ,QYHVWPHQWV LQ WKHURRWDQG WXEHUVHFWRUZRXOGSURYLGHQHZRSSRUWXQLWLHV WR











L 'HYHORS D VXVWDLQDEOH V\VWHP IRU WKH PXOWLSOLFDWLRQ DQG GLVWULEXWLRQ RI
LPSURYHGSODQWLQJPDWHULDOVIRUURRWDQGWXEHUFURSVLQRUGHUWRLQFUHDVHWKHLU
DYDLODELOLW\WRVPDOOKROGHUV





LY &ROOHFW HYDOXDWH DQG FRQVHUYH URRW DQG WXEHU JHUPSODVP LQ RUGHU WR KHOS
FRQVHUYHWKHULFKSODQWELRGLYHUVLW\RI*KDQD
Y (PSRZHU UHVRXUFHSRRU IDUPHUV IDUPHU JURXSV DQG UXUDO FRPPXQLWLHV
LQFOXGLQJ ZRPHQ WR HQVXUH XQLPSHGHG DFFHVV WR LPSURYHG URRW DQG WXEHU





2XWRI WKH UHVRXUFHSRRU IDUPHUV WDUJHWHG LQ WKHSURJUDPPH WKHPLGWHUP
HYDOXDWLRQUHSRUWVKRZHG WKDWDOPRVWZHUH UHDFKHGZLWK LPSURYHGSODQWLQJ
PDWHULDOV RI FDVVDYD DQG VZHHW SRWDWRHV ,)$'  7KH WULFNOH GRZQ HIIHFW RI
IDUPHUIDUPHU H[WHQVLRQ ZDV QRW FRQVLGHUHG HYHQ WKRXJK WKH HYDOXDWLRQ UHSRUW




 VHOHFWHG GLVWULFWV ZDV HVWDEOLVKHG )RXU YDULHWLHV RI FDVVDYD QDPHO\ $ILVLDIL
$EDVDILWDD*EOHPRGXDGHDQG7HNEDQN\HZHUHXVHGIRUWKHUDSLGPXOWLSOLFDWLRQDQG






YDULHWLHV LQ  E\ WKH &URSV 5HVHDUFK ,QVWLWXWH ZLWK 57,3 DVVLVWDQFH 7KHVH
YDULHWLHVZHUH(VNDPD\H1\HULNREJDDQG)LOLQGLDNRQJZKLFKDUHVSHFLILFDQGPRUH
VXLWDEOH WR WKHGULHUDUHDVRI1RUWKHUQ*KDQDÄ,)$'(?DQG1NDERP2QHYDULHW\RI




PDQLKRWL ZDV XVHG WR FRQWURO WKH &DVVDYD *UHHQ 0LWH 0RQRQ\FKHOOXV WDQDMRD
VXFFHVVIXOO\ LQVHYHQUHJLRQV LQ WKHFRXQWU\7KHUHZDVDERXWUHGXFWLRQRI WKH
SHVWLQ%URQJ$KDIR5HJLRQDQGUHGXFWLRQLQWKH&HQWUDO5HJLRQ*UDVVKRSSHUV
ZHUH FRQWUROOHG XVLQJ WKH *UHHQ 0XVFOH 0HWDUKL]LXP DQLVREHOD 7KHUH ZHUH 




7KHHYDOXDWLRQ WHDPREVHUYHG WKDW57,3KDGDYHU\SRVLWLYH LPSDFW ZLWK UHJDUGV WR
LQFUHDVHG NQRZOHGJH DQG VNLOOV DW IDUPHU OHYHO DQG DPRQJ $JULFXOWXUDO ([WHQVLRQ


$JHQWV $($V 7KHVH ZHUH DFKLHYHG WKURXJK QXPHURXV WUDLQLQJ VHVVLRQV IRU




,QFUHDVHG LQFRPHVZHUH REVHUYHGDPRQJD WRWDO RIRI WKHEHQHILFLDULHVGXH WR
SDUWLFLSDWLRQ LQ WKH SURMHFW DQG  RXW RI WKHP VWDWHG WKDW WKLV DGGLWLRQDO LQFRPH
KHOSHGWKHPWREX\VRPHKRXVHKROGDVVHWVDQGSD\WKHLUFKLOGUHQ(?VVFKRROIHHV















2QIRRGVHFXULW\ WKHSURMHFWZDVGHVLJQHG WR LPSURYHFDORULH LQWDNHRIFKLOGUHQE\




7KH HYDOXDWLRQ WHDP UHSRUWHG WKDW DGRSWLRQ RI LPSURYHG YDULHWLHV RI FDVVDYD DQG
VZHHW SRWDWRHV UHVXOWHG LQ \LHOG LQFUHDVHV RI  ZKLFK FRXOG JR XS WR 
ZKHUH IDUPHUV DSSOLHG UHFRPPHQGHG DJURQRPLF SUDFWLFHV $V D UHVXOW RI WKH






7KLV SURJUDPPH LV D IROORZ XS WR 57,3 DV LW EHFDPH FOHDU WKDW D EHWWHU EDODQFH
EHWZHHQ FURS SURGXFWLRQ DQG WKH GHYHORSPHQW RI GRZQVWUHDP DFWLYLWLHV OLNH
SURFHVVLQJDQGPDUNHWLQJZHUHQHHGHGLQRUGHUWRDVVXUHWKDWIDUPHUVZRXOGUHDSWKH






L (QKDQFHG PDUNHW UHODWLRQV ZLWKLQ WKH URRW DQG WXEHU FRPPRGLW\ FKDLQ WR
HQVXUH D ³SXOO´ IDFWRU IRU LQFUHDVHG SURGXFWLRQ DQG WR IDFLOLWDWH D EHWWHU
EDODQFLQJRIVXSSO\DQGGHPDQG
LL 6XVWDLQDEOH HQKDQFHPHQW RI IDUP OHYHO SURGXFWLYLW\ RI URRW DQG WXEHU FURSV
FDVVDYDFRFR\DP\DPVZHHWSRWDWRDQG)UDIUDSRWDWR
LLL ,PSURYHGURRWDQGWXEHUSURFHVVLQJDQGPDUNHWLQJ
LY ,QFUHDVHG DFFHVV RI WKH HFRQRPLFDOO\ DFWLYH SRRU WR ZRUNLQJ FDSLWDO DQG
LQYHVWPHQW FDSLWDO E\ SURPRWLQJ QHZ WDUJHWJURXS VSHFLILF OHQGLQJ
LQVWUXPHQWV






LLL 8SJUDGLQJRI VPDOOVFDOH URRW DQG WXEHUSURFHVVLQJEXVLQHVV DQGPDUNHWLQJ
VNLOOV
LY 3URJUDPPHFRRUGLQDWLRQPRQLWRULQJDQGHYDOXDWLRQ





57,357,03 LV IRFXVLQJ RQ LQFUHDVLQJ LQFRPHV DQG IRRG VHFXULW\ IRU WKH IDUPHUV
&RPSRQHQWV DQG DFWLYLWLHV KDYH QRW EHHQ FOHDUO\ GHVLJQHG WR DFKLHYH WKLV ,W LV
WKHUHIRUHQHFHVVDU\WKDWWKLVDFWLRQLVWDNHQ
(YHQ WKRXJKHYDOXDWLRQ IRXQG WKDW WKHUHZDV LQFUHDVH LQ IDUPHUV(? LQFRPHV LW IRXQG
QR FOHDU HYLGHQFH WKDW WKH LQFRPHV RI SRRU IDUPHUV KDG LQFUHDVHG DV D UHVXOW RI
LQFUHDVHG RXWSXW OHYHOV DFKLHYHG ZKHQ XVLQJ QHZ YDULHWLHV GLVWULEXWHG E\ 57,3
'HVLJQHUVRIIXWXUHLQYHVWPHQWVWKDWDUHLQWHQGHGWRUHGXFHSRYHUW\VKRXOGFDUHIXOO\
UHFRQVLGHU WKH SURJUDPPH(?V DVVXPSWLRQV DERXW KRZ FURS VHFWRU GHYHORSPHQW FDQ
EHQHILWSRRUUXUDOKRXVHKROGV
$JULFXOWXUDOUHVHDUFKDQGIDUPHUILHOGVFKRROVRURWKHUH[WHQVLRQDFWLYLWLHVVKRXOGEH
GHPDQGOHG QRW SURJUDPPHG DW SURMHFW DSSUDLVDO )DUPHU SULRULWLHV PXVW EH
SHULRGLFDOO\ GHWHUPLQHG LQ D V\VWHPDWLF ZD\ 6XFK SULRULWLHV PXVW WKHQ EH JLYHQ
JUHDWHVWZHLJKWDORQJVLGHWHFKQLFDODQGDJULFXOWXUDOSROLF\FRQVLGHUDWLRQV
7KH3UHVLGHQWLDO6SHFLDO,QLWLDWLYHRQ&DVVDYD36,
,Q $XJXVW  WKH 3UHVLGHQW RI WKH 5HSXEOLF RI *KDQD ODXQFKHG WKH 36, RQ MRE
FUHDWLRQ DQG SRYHUW\ UHGXFWLRQ WKURXJK DJULEXVLQHVV LH WKH ,QWHJUDWHG $FWLRQ
3URJUDPPHIRU&DVVDYD6WDUFK3URGXFWLRQDQG([SRUW7KHSURJUDPPHLVGHVLJQHGWR
GHYHORSWKHFDVVDYDVWDUFKLQGXVWU\LQ*KDQDDVDPDMRUYHKLFOHIRUMREFUHDWLRQDQG














$V SDUW RI WKH REMHFWLYHV WR HVWDEOLVK  FDVVDYD SURFHVVLQJ FRPSDQLHV WKH ILUVW
FRPSDQ\$6&RZDVHVWDEOLVKHGDW%DZMLDVHLQWKH&HQWUDO5HJLRQ7KHUHZHUHSODQV
WR HVWDEOLVK WZR QHZ FDVVDYD SURFHVVLQJ SODQWV LQ DGGLWLRQ WR $6&R 7KHVH DUH WKH
6LND6WDUFK&RPSDQ\LQWKH$VKDQWL5HJLRQDQGWKH'HQVX6WDUFK&RPSDQ\/LPLWHG
LQ WKH (DVWHUQ 5HJLRQ $6&R LV MRLQWO\ RZQHG E\ WKH IDUPHUV DQG WZR EDQNV 7KH
$JULFXOWXUDO 'HYHORSPHQW %DQN DQG WKH 1DWLRQDO ,QYHVWPHQW %DQN ZLWK D WRWDO








7KH &RPSDQ\ RUJDQLVHG DERXW  IDUPHUV  ZRPHQ LQWR DQ $VVRFLDWLRQ
FDOOHG WKH $\HQVX &DVVDYD )DUPHUV $VVRFLDWLRQ ZKR KDYH WKUHH UHSUHVHQWDWLYHV RQ
WKH%RDUGRI$6&R

7KH IDFWRU\ ZKLFK ZDV SURMHFWHG WR RSHUDWH DW   RI LWV LQVWDOOHG FDSDFLW\ ZDV
RSHUDWLQJDWFDSDFLW\LQDQGWKLVUHGXFHGWRLQHDUO\GXHWRWKH















7KH 36, XQIRUWXQDWHO\ KDG SROLWLFDO GLPHQVLRQV (YHQ WKRXJK LW ZDV XQGHU WKH
0LQLVWU\RI7UDGHDQG ,QGXVWULHV LWZDVRSHUDWHGDVDFRPSDQ\ZLWK WKH OHDGHUVKLS
EHLQJ DSSRLQWHG SROLWLFDOO\ 7KH VWDUFK SURFHVVLQJ SODQW ZKLFK ZDV ORFDWHG DW
%DZMLDVH ZDV SURFHVVLQJ DW  FDSDFLW\ EHIRUH FORVLQJ GRZQ 6PDOOHU VWDUFK











WKHFRQGLWLRQVQHFHVVDU\ IRU LWVJURZWK(YHQ WKRXJK WKHUHZHUHGLVHDVHVDQGSHVWV
WKH\GLGQRWSRVHPDMRUREVWDFOHVWRFDVVDYDSURGXFWLRQ7KHUHLVDUHDG\PDUNHWIRU
DOO WKH SURFHVVHG SURGXFWV DV WKH\ DUH FRQVXPHG ORFDOO\ DQG RXWVLGH WKH FRXQWU\
6RPH RI WKH WUDGLWLRQDO SURGXFWV OLNH IXIX EDQNXPL[ DQG NRNRQWH QRZ KDYH WKHLU
LPSURYHGYHUVLRQVWRPHHWWKHXUEDQGHPDQGVIRUVDIHDQGFRQYHQLHQWIRRGV+4&)






























DUH H[SRUWHG WR(XURSH DQG$PHULFD WRPHHW WKHGHPDQGVRI*KDQDLDQPLJUDQWV LQ
WKRVHDUHDV*RYHUQPHQWLQWHUYHQWLRQLQWKHFDVVDYDVXEVHFWRULVVHHQLQHVWDEOLVKLQJ
SURMHFWVVRPHRIZKLFKDUHVWLOOUXQQLQJDQGWKHVHDUHH[SHFWHGWRERRVWWKHFDVVDYD




7KH SURMHFWV ZHUH IRXQG WR LPSURYH FDVVDYD SURGXFWLRQ LQ WKH FRXQWU\ DQG KDG
LPSDFWV RQ OLYHOLKRRGV RI FDVVDYD IDUPHUV DQG SURFHVVRUV 7KLV LV GHGXFHG IURP
FDVVDYD SURGXFWLRQ ILJXUHV ZKLFK VKRZ WKDW FDVVDYD SURGXFWLRQ KDV LQFUHDVHG
VWHDGLO\RYHUWKH\HDUV,WZDVKRZHYHUREVHUYHGWKDWDOPRVWDOOWKHSROLF\LQLWLDWLYHV
RQ FDVVDYD KDYH VKRUW WHUP IXQGLQJ ZKHUHDV WKH OLIHVSDQ RI WKHVH LPSURYHPHQWV
VKRXOG KDYH EHHQ ORQJHU WR DFKLHYH UHVXOWV $JULFXOWXUDO UHVHDUFK DQG H[WHQVLRQ
DFWLYLWLHV VKRXOG EH GHPDQGOHG )LQDOO\ DJULFXOWXUDO LQLWLDWLYHV HYHQ WKRXJK PD\








7KH FKDSWHU UHYLHZV OLWHUDWXUH RQ VXVWDLQDEOH OLYHOLKRRGV ,W GHDOV ZLWK WKH RULJLQV
SULQFLSOHVDQGKRZLWXVHVWKHVXVWDLQDEOHOLYHOLKRRGVIUDPHZRUNDVDQDQDO\WLFDOWRRO
7KH IUDPHZRUN LV FRPSRVHG RI DVVHWV VWUDWHJLHV DQG RXWFRPHV RI DFWLYLWLHV E\









DSSURDFKHV WR UXUDO GHYHORSPHQW DV WKH Ä*UHHQ 5HYROXWLRQ(? RI WKH VV
,QWHJUDWHG5XUDO'HYHORSPHQWRIWKHVHFRQRPLFOLEHUDOLVDWLRQDQGSULYDWLVDWLRQ
LQ WKH V DQG WKH UXUDO GHYHORSPHQW DJHQGD RI WKH HDUO\ V :LWK DOO WKHVH
SURJUDPPHV &DUQH\  REVHUYHG WKDW UXUDO SHRSOH VWLOO VXIIHU IURP LQDGHTXDWH
SXEOLF VHUYLFHV XQGHUGHYHORSHG PDUNHWV SRRU FRPPXQLFDWLRQ LQIUDVWUXFWXUH SRRU
KHDOWK DQG HGXFDWLRQ $OVR FLYLO FRQIOLFW DQG ZDU FRQWLQXH WR WKUHDWHQ WKHLU
OLYHOLKRRGV DQG WKH ROG SUREOHPV ZHUH FRPSRXQGHG E\ GHFOLQLQJ UDWHV RI \LHOG
JURZWK LQFUHDVLQJ FRQIOLFW RYHU QDWXUDO UHVRXUFHV DQG DFFHOHUDWLQJ UHVRXUFH
GHJUDGDWLRQ

$QRWKHU DSSURDFK WKH 6XVWDLQDEOH /LYHOLKRRGV $SSURDFK 6/$ ZKLFK IRFXVHV RQ














PHHWEDVLFQHHGV6HFXULW\ UHIHUV WR VHFXUHRZQHUVKLSRIRUDFFHVV WR
UHVRXUFHVDQGLQFRPHHDUQLQJDFWLYLWLHVLQFOXGLQJUHVHUYHVDQGDVVHWVWR
RIIVHWULVNHDVHVKRFNVDQGPHHWFRQWLQJHQFLHV6XVWDLQDEOHUHIHUVWRWKH
PDLQWHQDQFH RU HQKDQFHPHQW RI UHVRXUFH SURGXFWLYLW\ RQ D ORQJWHUP
EDVLV $ KRXVHKROG PD\ EH HQDEOHG WR JDLQ VXVWDLQDEOH OLYHOLKRRG
VHFXULW\LQPDQ\ZD\V±WKURXJKRZQHUVKLSRI ODQG OLYHVWRFNRUWUHHV





Ä$ OLYHOLKRRG FRPSULVHV WKH FDSDELOLWLHV DVVHWV VWRUHV UHVRXUFHV
FODLPV DQG DFFHVV DQG DFWLYLWLHV UHTXLUHG IRU D PHDQV RI OLYLQJ D
OLYHOLKRRG LV VXVWDLQDEOH ZKHQ LW FDQ FRSH ZLWK DQG UHFRYHU IURP
VWUHVVHVDQGVKRFNVPDLQWDLQRUHQKDQFHLWVFDSDELOLWLHVDQGDVVHWVDQG
SURYLGHVXVWDLQDEOHOLYHOLKRRGRSSRUWXQLWLHVIRUWKHQH[WJHQHUDWLRQDQG
















WKH SULRULW\ FRQFHUQ 7KLV PD\ PHDQ VXSSRUWLQJ UHVRXUFH PDQDJHPHQW RU JRRG








5HVSRQVLYH DQG SDUWLFLSDWRU\ 3RRU SHRSOH PXVW EH NH\ DFWRUV LQ LGHQWLI\LQJ DQG
DGGUHVVLQJ OLYHOLKRRGSULRULWLHV2XWVLGHUVQHHGSURFHVVHV WKDW HQDEOH WKHP WR OLVWHQ
DQGUHVSRQGWRWKHSRRU

6XVWDLQDEOH 7KHUH DUH IRXU NH\ GLPHQVLRQV WR VXVWDLQDELOLW\ ± HFRQRPLF









&RQGXFWHG LQ SDUWQHUVKLS 3DUWQHUVKLSV FDQ EH IRUPHG ZLWK SRRU SHRSOH DQG WKHLU
RUJDQLVDWLRQV DV ZHOO DV ZLWK WKH SXEOLF DQG SULYDWH VHFWRU 3DUWQHUVKLSV VKRXOG EH
WUDQVSDUHQWDJUHHPHQWVEDVHGXSRQVKDUHGJRDOV













VXSSRUWLQJ WKHP WR UHGXFH SRYHUW\ &DUQH\   ,W LV DQ LPSRUWDQW WRRO IRU
LGHQWLI\LQJWKHNH\IDFWRUVWKDWSXVKSHRSOHLQWRSRYHUW\DQGWKHSRWHQWLDOIDFWRUVWKDW
OLIWSHRSOHRXWRISRYHUW\$QDQDO\VLVRIDVVHWVPD\VKRZKRZDFFHVV WR WKHPKDV
FKDQJHG RYHU WLPH FDXVHV RI WKHVH FKDQJHV DQG KRZ DFFHVV DQG FRQWURO RI DVVHWV
GLIIHUVEHWZHHQLQGLYLGXDOVKRXVHKROGVRUVRFLDOJURXSV&DUQH\

7KH IUDPHZRUN VKRZV WKDW SHRSOH KDYH DVVHWV ZKLFK WKH\ FRPELQH ZLWK WKHLU
VWUDWHJLHV WR DFKLHYH WKHLU OLYHOLKRRG RXWFRPHV ,QGLYLGXDOV DQG KRXVHKROGV ILQG
WKHPVHOYHVLQDVSHFLILFFRQWH[WPDGHXSRIH[SRVXUHWRULVNVDQGRSSRUWXQLWLHVDQG
DOVRWRVHUYLFHVSROLFLHVLQVWLWXWLRQVRUJDQLVDWLRQVDQGSURFHVVHV7KHVHFRPSRQHQW





























































VDYLQJV DQG HTXLSPHQW QDWXUDO ILQDQFLDO DQG SK\VLFDO FDSLWDO UHVSHFWLYHO\ ZKLOH
PHPEHUVKLSRIIRUPDOJURXSVDQGRULQIRUPDOQHWZRUNVVRFLDOFDSLWDORIWHQDVVLVWLQ
HIIHFWLQJ OLYHOLKRRG DFWLYLWLHV '),'  6FRRQHV   7KH DVVHWV SHQWDJRQ
SURYLGHV DQ LPSRUWDQW VWDUWLQJ SRLQW IRU KRXVHKROG OLYHOLKRRG DQDO\VLV EHFDXVH LW
HQFRXUDJHV UHVHDUFKHUV WR WDNH LQWR DFFRXQW DOO WKH GLIIHUHQW NLQGV RI DVVHWV DQG
UHVRXUFHVWKDWPD\SOD\DNH\UROHLQKRXVHKROG OLYHOLKRRGV0HVVHUDQG7RZQVOH\
,QDK\SRWKHWLFDOFDVHEHORZ)LJIDUPHU$KDVPRUHILQDQFLDOSK\VLFDO
DQG QDWXUDO FDSLWDO WKDQ IDUPHU % ZKLOH )DUPHU % DOVR KDV DFFHVV WR VRFLDO FDSLWDO
PRUHWKDQIDUPHU$+RZHYHUERWKRIWKHPKDYHHTXDODFFHVVWRKXPDQFDSLWDO7KLV
VKRZV WKDW GLIIHUHQW SHRSOH KDYH GLIIHUHQW DFFHVV WR DVVHWV UHVXOWLQJ LQ GLIIHUHQW
SHQWDJRQVIRUHYHU\LQGLYLGXDORUKRXVHKROG7KHIROORZLQJVHFWLRQVVHWRXWWKHPDLQ























KDUURZV VSUD\LQJPDFKLQHV7KH LQIUDVWUXFWXUDO IDFLOLWLHVGRQRW FRQWULEXWHRQO\ WR
KRXVHKROGOLYHOLKRRGVEXWWRWKHLQWHJUDWLRQRIQDWLRQDOHFRQRPLHVVSHHGLQJWKHIORZ
RI LQIRUPDWLRQ DQG LQFUHDVLQJ WKH PRELOLW\ RI SHRSOH WKHUHE\ KDYLQJ DQ LPSRUWDQW











SRRU VWDWH RI URDGV DQG LQVXIILFLHQW PHDQV RI WUDQVSRUW DPRQJ RWKHUV KDYH DOVR
FRQWULEXWHGWRKLJKWUDQVSRUWDWLRQFRVWFRPSRQHQWRIWKHPDUNHWLQJPDUJLQZKLFKFDQ
EHDVKLJKDV$U\HHWH\DQG1\DQWHQJ ,QWKHFDVVDYDLQGXVWU\FDVVDYD
URRWVDUH WUDQVSRUWHGIURPWKHIDUPWR WKHPDUNHWSODFHVRUSURFHVVLQJSRLQWV 0RVW
IDUPHUV UHPDLQ SRRU DQG FDQQRW DIIRUG WKHLU RZQ PHDQV RI WUDQVSRUW DQG WKHUHIRUH
UHO\ RQ SXEOLF WUDQVSRUW KHDGSRUWHUDJH DQG VRPHWLPHV SXVKWUXFNV WR GR WKLV MRE
:HQKDPUHSRUWHGWKDWWKHXVHRILQDSSURSULDWHPHDQVRIWUDQVSRUWLQJFDVVDYD
LV RQH RI WKH IDFWRUV OHDGLQJ WR KLJK WUDQVDFWLRQ FRVWV ZKLFK LQ WXUQ UHVXOW LQ KLJK
FRQVXPHUSULFHV(YHQWKRXJKPRVWIDUPHUVFDQVHOO WKHLUSURGXFHLQXUEDQPDUNHWV




2QH RI WKH IXQGDPHQWDO EDVLF KXPDQ QHHGV LV VKHOWHU ,W LV DOZD\V WKH GHVLUH RI














ZDVKLQJ DQG DOVR IRU LQIRUPDO KRPHEDVHG VPDOO VFDOH HQWHUSULVHV ,Q DJULFXOWXUH




&DVVDYD SURFHVVLQJ PHWKRGV UHTXLUH D ORW RI ZDWHU ZKLFK PXVW EH UHOLDEOH
VXVWDLQDEOH DIIRUGDEOH FOHDQ DQG VDIH 7KLV LV EHFDXVH DIWHU SHHOLQJ FDVVDYD LV
ZDVKHG WR UHPRYH VRLO DQG RWKHU GLUW WR DYRLG FRQWDPLQDWLRQ EHIRUH GU\LQJ LQWR
NRNRQWH RU ERLOLQJ IRU IXIX ,)$')$2  GLVWLQJXLVKHG EHWZHHQ SURFHVVLQJ
PHWKRGV WKDW UHTXLUHD ORWRIZDWHUDQG WKRVH WKDWGRQRW UHTXLUHPXFKZDWHU0RVW
WUDGLWLRQDOSURGXFWVHJJDULKDYHPRGHVWZDWHUUHTXLUHPHQWVDVORZDVPñ07RI
SURGXFW ZKLOH VWDUFK SURGXFWLRQ ZKLFK UHTXLUHV ZDWHU DW DOO VWDJHV QHHGV  WLPHV
PRUH WKDQ IDULQKD SURGXFWLRQ 6WXG\LQJ IXIX SURFHVVLQJ LQ 6RXWKHDVWHUQ 1LJHULD





FRXOG EH LQ WKH IRUP RI ZDVWH GLVSRVDO RU DQ\ K\JLHQLF PHDQV HJ KDQG ZDVKLQJ
IRRGZDVKLQJDQGKRXVHKROGFOHDQLQJRISUHYHQWLQJKXPDQFRQWDFWIURPKD]DUGVRI
ZDVWHV WRSURPRWHKHDOWK:DWHU$LG D UHSRUWHG WKDWDOPRVWELOOLRQSHRSOH
DOORYHU WKHZRUOG ODFNDGHTXDWHVDQLWDWLRQDQGRYHURI WKHZRUOG(?VSRSXODWLRQ
DOVRGRQRWKDYHVDIHFOHDQRUSULYDWHSODFH WRJR WR WRLOHW3RRUVDQLWDWLRQ OHDGV WR


KHDOWK SUREOHPV LQFOXGLQJ GLDUUKRHD LQWHVWLQDO ZRUPV ELOKDU]LDV KHSDWLWLV DQG




RGRXU GHDWK RI VPDOO UXPLQDQWV DQG REOLWHUDWLRQ RI VRLO IXQJL OHDGLQJ WR ORVV RI
EHQHILW IURP P\FRUUKL]DO DVVRFLDWLRQ WKDW HQKDQFHV SODQW JURZWK $ULPRUR HW DO
 (KLDJERQDUH HW DO  ,Q RWKHU FDVHV SUREOHPV FUHDWHG E\ HIIOXHQW IURP
FDVVDYD ZDVWH LQFOXGH ODUJH TXDQWLWLHV RI SHHO KLJK RUJDQLF PDWWHU FRQWHQW DQG
VXVSHQGHG VROLGV ZKLFK DUH VRXUFHV RI SROOXWLRQ WR WKH HQYLURQPHQW ,)$')$2
 %XW WKH FRPSRVLWLRQ RI ZDVWH ZDWHU KDV EHHQ IRXQG WR YDU\ ZLWK GLIIHUHQW
VFDOHV RI SURFHVVLQJ DFWLYLW\ DQG LV SXUHU IURP WHFKQRORJLFDOO\ VRSKLVWLFDWHG
SURFHVVRUV,)$')$2+RZHYHU+RZHOHUHWDOLQGLFDWHGWKDWPRVWRI
WKHQHJDWLYHHIIHFWVDUHVLWHVSHFLILFDQGWKHORQJWHUPDQGEURDGEDVHGLPSDFWRQWKH





FRRNLQJ FRROLQJ DQG OLJKWLQJ LQ RXU KRPHV DQG DOVR IRU WUDQVSRUW DQG LQGXVWULDO
SURFHVVHV6RFLDOUHODWLRQVDUHLPSURYHGWKURXJKWKHSURYLVLRQRIOLJKWLQJDQGDFFHVV
WR IRUPV RI FRPPXQLFDWLRQ VXFK DV UDGLR WHOHYLVLRQ LQWHUQHW DQG PRELOH SKRQHV
(QHUJ\VRXUFHVWKDWDUHDYDLODEOHDUHSHWUROHXPQDWXUDOJDVELRJDVHOHFWULFLW\FRDO
QXFOHDU DQG UHQHZDEOH DQG DOWHUQDWLYH VRXUFHV VXFK DV K\GURSRZHU VRODU ZLQG
JHRWKHUPDOELRPDVVZRRGFKDUFRDODQGFRZGXQJDQGHWKDQRO(,$





GHSHQG RQ ELRPDVV IRU  RI WKHLU HQHUJ\ QHHGV +(/,2  (YHQ WKRXJK
ILUHZRRG LV D FKHDSHU VRXUFH RI HQHUJ\ DQG UHDGLO\ DFFHVVLEOH H[SRVXUH WR VPRNH
IURP WKH ILUHZRRG KDV EHHQ REVHUYHG WR FDXVH UHVSLUDWRU\ LQIHFWLRQV FDQFHUV H\H
GLVHDVH DQG ORZ ELUWK ZHLJKWV DPRQJ ZRPHQ SURFHVVRUV 0XFKLUL  DQG LV


UHVSRQVLEOH IRU FORVH WR WZR PLOOLRQ GHDWKV SHU \HDU 81'3  5HSODFLQJ ORZ
TXDOLW\ IXHOV VXFK DV WUDGLWLRQDO ELRPDVV ZLWK PRUH HIILFLHQW IXHOV FDQ VLJQLILFDQWO\
UHGXFHWKHKHDOWKLPSDFWVIURPVPRNHDQGSK\VLFDOH[HUWLRQ






DERXW  ,($  &DVVDYD SURFHVVLQJ KRXVHKROGV WKHUHIRUH QHHG HOHFWULFLW\ WR
FDUU\RXWWKHLUDFWLYLWLHVHIIHFWLYHO\







DQG WDNHV  GD\V GXULQJ WKH UDLQ\ VHDVRQ VKRZLQJ WKH LPSRUWDQFH RI VXQVKLQH
GXULQJWKHGU\LQJSURFHVV,PSURSHUGU\LQJGXHWRXQDYDLODELOLW\RIVXQVKLQHOHDGVWR
WKH JURZWK RI PRXOGV ZKLFK FRXOG FDXVH P\FRWR[LQ IRUPDWLRQ RQ WKH SURGXFW




)LQDQFLDO FDSLWDO LQFOXGHV WKH ILQDQFLDO UHVRXUFHV WKDW SHRSOH XVH WR DFKLHYH WKHLU
OLYHOLKRRGVWUDWHJLHV'),'7KHPDLQVRXUFHVRIILQDQFLDOFDSLWDOLGHQWLILHGE\
'),' DUH VDYLQJV LQ WKH IRUP RI DYDLODEOH VWRFNV VXFK DV OLYHVWRFN FDVK EDQN










FDSLWDO OLYHVWRFN LV XVHG WR FUHDWH VRFLDO UHODWLRQV WKURXJK VWRFN IULHQGVKLSV
WUDGLWLRQDO UHVWRFNLQJ ORDQV EULGHZHDOWK DQG RWKHU PDUULDJH SD\PHQWV 0RUWRQ DQG
0HDGRZV LQGLFDWHG WKDW OLYHVWRFNFRQWULEXWHV WR ILQDQFLDOFDSLWDO LQ WKHIRUP
RI UDSLG PXOWLSOLFDWLRQ RI VPDOO VWRFNV DFWLQJ DV HDVLO\ GLYLVLEOH VSDUH FKDQJH IRU
HYHU\GD\QHHGVDQGVPDOOSXUFKDVHVPDMRUWHUPVRILQYHVWPHQWHVSHFLDOO\FDPHODQG











DQG RSHUDWH RXWVLGH WKH VFRSH RI WKH EDQNLQJ ODZ DQG RWKHU ILQDQFLDO VHFWRU
UHJXODWLRQV RI JRYHUQPHQW $U\HHWH\ HW DO  7KH\ DUH PDGH XS RI PRQH\
OHQGHUV UHODWLYHV DQG IULHQGV WUDGHUV DJULFXOWXUDO SURFHVVRUV DQG LQSXW GLVWULEXWRUV
:LWKLQ WKH LQIRUPDO VHFWRU LWKDVEHHQ IRXQG WKDWPRQH\ LVPRUH UHDGLO\DYDLODEOH
SURFHVVLQJ LV HDV\ DQG TXLFN ZKLOH WKHUH LV QR QHHG IRU FROODWHUDO RU JXDUDQWRUV
+RZHYHUWKH\DWWUDFWYHU\KLJKLQWHUHVWUDWHV-RQHVHWDO

7KH VHPLIRUPDO ILQDQFLDO LQVWLWXWLRQV DUH VXEMHFW WR VRPH UHJLVWUDWLRQ RU RWKHU
UHJXODWLRQV EXW DUH VPDOO IUHHVWDQGLQJ XQLWV WKDW DUH QRW LQWHJUDWHG LQWR WKH IRUPDO
EDQNLQJ V\VWHP 7KHVH LQFOXGH FUHGLW XQLRQV OHDVLQJ DQG KLUH SXUFKDVH FRPSDQLHV
6XVXJURXSV5RWDWLQJ6DYLQJVDQG&UHGLW$VVRFLDWLRQV526&$7KH6XVXJURXSV
DQG 526&$ KDYH EHHQ IRXQG WR EH WKH PRVW LPSRUWDQW VRXUFHV RI FUHGLW WR
KRXVHKROGV -RQHV HW DO  LQGLFDWHG WKDW WKHUH LV HDV\ZLWKGUDZDORI IXQGVQR










WKDQ  RI WKH SRSXODWLRQ LQ GHYHORSLQJ FRXQWULHV ZKLOH LQ WKH GHYHORSHG
HFRQRPLHV WKH IRUPDO ILQDQFLDO VHFWRUV VHUYH RYHU  RI WKH SRSXODWLRQ :RUOG
6DYLQJV %DQNV ,QVWLWXWH  7KH YDVW PDMRULW\ WKDW KDV EHHQ H[FOXGHG LQ WKH
GHYHORSLQJ FRXQWULHV DUH XVXDOO\ ORZLQFRPH KRXVHKROGV LQ UXUDO DUHDV 5XWKHUIRUG
DUJXHGWKDWWKHSRRUQHHGDFFHVVWRILQDQFLDOVHUYLFHVPXFKPRUHWKDQWKHULFK




EDQNV PHUFKDQW EDQNV DQG UXUDO EDQNV 7KH *RYHUQPHQWV RI *KDQD KDYH RYHU WKH
\HDUVHPEDUNHGRQILQDQFLDOVHFWRUSROLFLHVJHDUHGWRZDUGVWKHDJULFXOWXUDOVHFWRU,Q
 WKH $JULFXOWXUDO 'HYHORSPHQW %DQN $'% ZDV HVWDEOLVKHG E\ WKH %DQN RI
*KDQD VSHFLILFDOO\ WR DGGUHVV WKH ILQDQFLDO QHHGV RI WKH ILVKHULHV DQG DJULFXOWXUDO
VHFWRUVDQGLQWKHHDUO\VHYHQWLHV5XUDODQG&RPPXQLW\%DQNVZHUHLQWURGXFHGZLWK
WKHLGHDRIHQFRXUDJLQJEDQNLQJKDELWVDPRQJUXUDOKRXVHKROGVDQGPRELOL]LQJUXUDO









HQWHUSULVHV DUH KLJKO\ ULVN\ $OVR UHTXLUHPHQWV IRU SK\VLFDO FROODWHUDO LQWLPLGDWLQJ









DV SDUW RI WKHLU OLYHOLKRRG VWUDWHJLHV 7KH QDWXUH DQG OHYHO RI UHPLWWDQFHV YDU\
GHSHQGLQJ RQ WKH DFFHVVLELOLW\ RI WKH KRPH YLOODJH HPSOR\PHQW RSSRUWXQLWLHV WKH
FRVWRIOLYLQJDQGHDVHRIUHPLWWLQJ0F'RZHOODQGGH+DDQ5HPLWWDQFHVFDQ
EH XVHG WR SD\ IRU HGXFDWLRQ KXPDQ FDSLWDO EX\ D VKRS SK\VLFDO FDSLWDO ODQG
QDWXUDO FDSLWDO RU EH LQYHVWHG LQ IDUPLQJ 0LJUDQWV DOVR UHO\ RQ WKHLU QHWZRUNV
VRFLDOFDSLWDOLQWKHKRPHIRUKHOSLQEXLOGLQJKRXVHVEX\LQJODQGDQGRWKHUDVVHWV





WRJHWKHU HQDEOH SHRSOH WR SXUVXH GLIIHUHQW OLYHOLKRRG VWUDWHJLHV DQG DFKLHYH WKHLU
OLYHOLKRRG REMHFWLYHV '),'  +XPDQ FDSLWDO JLYHV SHRSOH WKH FDSDELOLW\ WR
HQJDJHPRUHIUXLWIXOO\DQGPHDQLQJIXOO\ZLWKWKHRWKHUFDSLWDOVWRFKDQJHWKHLUOLYLQJ





WR SDUWLFLSDWH LQ DQG DFFHVV LQIRUPDWLRQ UHODWLQJ WR WKH GHFLVLRQPDNLQJ SURFHVVHV
DQG RSSRUWXQLWLHV ZKLFK DIIHFW WKHLU OLYHV WKXV HQDEOLQJ WKH LQGLYLGXDO WR HQJDJH
FULWLFDOO\ZLWKWKHLVVXHVWKDWDIIHFWKLVKHUHYHU\GD\OLIH2QWKHRWKHUKDQGWRODFNRU





VLJQLILFDQW UROH RI IDUPHUV(? HGXFDWLRQ LQ UDLVLQJ IDUPLQJ HIILFLHQF\LQ (WKLRSLD DQG
%DQJODGHVK UHVSHFWLYHO\ DOWKRXJK /OHZHO\Q DQG :LOOLDPV  GLG QRW ILQG DQ\




DGRSWLRQ RI WHFKQRORJLFDO LQQRYDWLRQV LQ DJULFXOWXUH $VDGXOODK  $VIDZ DQG
$GPDVVLH 'RVV  2QHRI WKH UHDVRQV IRU WKHGLIIHUHQFHV LQ WKH DERYH









WKRXJK PRVW JRYHUQPHQWV GHFODUHG WKDW WKHLU FLWL]HQV VKRXOG HQMR\ XQLYHUVDO DQG
HTXLWDEOHDFFHVV WRJRRGTXDOLW\KHDOWKFDUH LWKDVEHHQGLIILFXOW WRDFKLHYHEHFDXVH




GLDJQRVWLF WHVWVGUXJVDQGYDFFLQHVEXWGRQRWUHDFK WKHSRRU2EULVWHWDO 
LGHQWLILHG ILYH GLPHQVLRQV WR DFFHVV WR KHDOWK VHUYLFHV DV DYDLODELOLW\ DFFHVVLELOLW\
DIIRUGDELOLW\ DGHTXDF\ DQG DFFHSWDELOLW\ *HQHUDOO\ UXUDO SRSXODWLRQV KDYH OHVV
DFFHVV WR KHDOWK VHUYLFHV RIWHQ GXH WR SRRUO\ GHYHORSHG LQIUDVWUXFWXUH DQG SRYHUW\
*ZDWNLQHWDO$YDLODELOLW\DQGDFFHVVLELOLW\GHSHQGRQSK\VLFDOFDSLWDOWKDW
LV WKHSUHVHQFHRIKHDOWK LQIUDVWUXFWXUHVXFKDVFOLQLFVKHDOWKSRVWRUKRVSLWDOV LQD
ORFDOLW\ZLWKDOOWKHQHFHVVDU\GUXJV7KH\DUHDOVRLQIOXHQFHGE\GLVWDQFHVRIWUDYHO
WRWKHQHDUHVWKHDOWKIDFLOLW\VFDUFHSXEOLFWUDQVSRUWDQGSRRUURDGVHVSHFLDOO\LQWKH
UXUDO DUHDV $GHTXDF\ DQG DFFHSWDELOLW\ LQ WHUPV RI SHRSOH(?V MXGJHPHQW RI TXDOLW\
FDUHDUHDOVRLPSRUWDQW$IIRUGDELOLW\GHSHQGVPDLQO\RQILQDQFLDOFDSLWDOLQWKHIRUP
RI FDVK RI IDUP KRXVHKROGV DQG VRPHWLPHV VRFLDO FDSLWDO WKDW LV VRFLDO QHWZRUNV








KHDOWK 7KLV LV EHFDXVH JRRG KHDOWK LPSURYHV ZRUN HIIHFWLYHQHVV DQG SURGXFWLYLW\





GHFUHDVH DELOLW\ DQG DELOLW\ WR H[SORUH GLYHUVH IDUPLQJ SUDFWLFHV 6LPLODUO\ &ROH
 VWXG\LQJ ZRPHQ IDUPHUV LQ PL[HG FURSSLQJ V\VWHPV IRXQG WKDW WKH YDVW




6RFLDO FDSLWDO LQFOXGHV WKH QHWZRUNV WRJHWKHU ZLWK VKDUHG QRUPV YDOXHV DQG
XQGHUVWDQGLQJV WKDW IDFLOLWDWH FRRSHUDWLRQ ZLWKLQ RU DPRQJ JURXSV 2(&' 




$VRFLDOQHWZRUN LV WKHZHERI UHODWLRQVKLSVDPRQJD VHWRISHRSOHZKRDUH OLQNHG
WRJHWKHU GLUHFWO\ RU LQGLUHFWO\ WKURXJK WKHLU YDULRXV FRPPXQLFDWLRQV DQG GHDOLQJV
&DOKRXQ HW DO  6RPH SHRSOH PD\ KDYH PDQ\ UHODWLRQVKLSV UDQJLQJ IURP
FDVXDO WR LQWLPDWH IULHQGVKLSV DQG FORVH IDPLO\ ERQGV 7KHVH DFTXDLQWDQFHV PD\ LQ
WXUQ UHODWH ZLWK RWKHUV DQG WKHUHIRUH HVWDEOLVK VHYHUDO OLQNV ZKLFK OHDG WR VRFLDO
QHWZRUNV 1HWZRUNV FDQ EH IRXQG EHWZHHQ LQGLYLGXDOV ZLWKLQ RUJDQLVDWLRQV RU
JURXSV6XFKJURXSVDQGRUJDQLVDWLRQVFDQDOVREHFRQQHFWHGWRRWKHUVERWKDWORFDO
QDWLRQDODQG LQWHUQDWLRQDO OHYHOV *URRWDHUW.ULVKQD7KH3URGXFWLYLW\
&RPPLVVLRQ  DQ LQGHSHQGHQW UHVHDUFK DQG DGYLVRU\ ERG\ RQ D UDQJH RI
HFRQRPLFVRFLDODQGHQYLURQPHQWDOLVVXHVLQ$XVWUDOLDREVHUYHGWKDWZHOOGHYHORSHG
QHWZRUNV DUH OLNHO\ WR UHGXFH WUDQVDFWLRQ FRVWV LQ WZR ZD\V )LUVW SHRSOH ZKR DUH











EHFDXVH LQIRUPDO GD\WRGD\ WUDQVDFWLRQV VXFK DV DFFHVVLQJ VPDOO ORDQV RU IDUP









)DUPHU JURXSV H[LVW LQYDULRXV IRUPV VXFK DV IRUPDO FRRSHUDWLYHV LQIRUPDO IDUPHU
DVVRFLDWLRQV RU JURXSV PXOWL SXUSRVH JURXSV DQG QDWLRQDO IDUPHUV(? RUJDQL]DWLRQV









RI)DUPHU(?V*URXSV LQ 7DQ]DQLD0WDQGDRZD9LNXQGL Y\D :DNXOLPD 09,:$7$
ZKLFK ZDV FUHDWHG IRU FRPPXQLFDWLRQ LQIRUPDWLRQ H[FKDQJH DQG VKDULQJ RI
H[SHULHQFHV .DEXULUH DQG 5XYXJD  09,:$7$ XVHV D ERWWRPXS
SDUWLFLSDWRU\ DSSURDFK LQ ZKLFK IDUPHUV IXOO\ SDUWLFLSDWH LQ GHVLJQLQJ DQG
LPSOHPHQWLQJ LQQRYDWLYH WHFKQRORJLHV DQG DSSURDFKHV IRU HQKDQFHG DJULFXOWXUDO





)DUPHU JURXSV XVXDOO\ IDFLOLWDWH HDV\ DFFHVV WR FUHGLW IRU PHPEHUV 7KH UXUDO SRRU
ODFN WKH FROODWHUDO QRUPDOO\ UHTXLUHG WR TXDOLI\ IRU EDQN ORDQV %DQNV DOVR KDYH
GLIILFXOW\ LQ VHUYLFLQJ ODUJH QXPEHUV RI VFDWWHUHG DQG XQRUJDQLVHG UXUDO SHRSOH
EHFDXVH LW LV WLPHFRQVXPLQJ DQG WKH YROXPH RI WKHLU LQGLYLGXDO VDYLQJV DQG ORDQ
SUHSDUDWLRQ LV ORZ 5RXVH  REVHUYHG WKDW GHOLYHU\ RI ILQDQFLDO VHUYLFHV WR
SDUWLFLSDWRU\ JURXSV UDWKHU WKDQ LQGLYLGXDOV FDUULHV FRVW DGYDQWDJHV IRU ERWK WKH
EDQNVDQGWKHSRRU7KLVLVEHFDXVHIRUH[DPSOHDMRLQWDSSOLFDWLRQVXEPLWWHGE\D
JURXSRIIDUPHUVUHGXFHV WKHEDQN(?VORDQDGPLQLVWUDWLRQFRVWVE\D IDFWRURI
7UDQVDFWLRQ FRVWV DUH DOVR ORZHU IRU JURXS PHPEHUV EHFDXVH WKH\ QHHG WR SUHSDUH
RQO\RQH ORDQDSSOLFDWLRQDQGPDNHD VLQJOH WULS WR WKHEDQN7KHEDQNV DOVR UHOD[




5XUDO SHRSOH DUH SUHGRPLQDQWO\ HQJDJHG LQ DJULFXOWXUH DQG WKHUHIRUH QHHG PRUH
LQIRUPDWLRQ RQ DJULFXOWXUDO WHFKQRORJLHV 7KH\ KRZHYHU GR QRW KDYH DGHTXDWH
LQIRUPDWLRQWRFDUU\RXWWKHLUOLYHOLKRRGDFWLYLWLHVWRDFKLHYHJRRGUHVXOWV&KDPEHUV
GHVFULEHGWKHUXUDOKRXVHKROGDFFHVVWRLQIRUPDWLRQDVIROORZV
7KH KRXVHKROG LV LVRODWHG IURP WKH RXWVLGH ZRUOG ,WV ORFDWLRQ LV
SHULSKHUDO HLWKHU LQ DQ DUHD UHPRWH IURP WRZQ DQG
FRPPXQLFDWLRQVRUUHPRYHGZLWKLQWKHYLOODJHIURPWKHFHQWUHVRI
WUDGLQJ GLVFXVVLRQ DQG LQIRUPDWLRQ 2IWHQ LOOLWHUDWH ZLWKRXW D
UDGLR LWV PHPEHUV DUH QRW ZHOO LQIRUPHG DERXW HYHQWV EH\RQG
WKHLUQHLJKERXUKRRG,WVFKLOGUHQGRQRWJRWRVFKRRORU WKH\JR
DQGGURSRXWHDUO\,WVPHPEHUVGRQRWJRWRSXEOLFPHHWLQJVRU
JR DQG GR QRW VSHDN 7KH\ GR QRW UHFHLYH DGYLFH IURP H[WHQVLRQ
ZRUNHUVLQDJULFXOWXUHDQGKHDOWK

$FFHVV WR LQIRUPDWLRQLVYLWDO WRIDUPHUV&KDSPDQDQG6OD\PDNHULQGLFDWHG
WKDW DFFHVV WR LQIRUPDWLRQ E\ IDUPHUV FRXOG FRQWULEXWH WR FDSDFLW\ EXLOGLQJ IRU
GHFLVLRQ PDNLQJ IRU DSSURSULDWH OLYHOLKRRG VWUDWHJLHV PD[LPLVH WKH SRWHQWLDO RI D
SDUWLFXODU DVVHW DW DQ\ JLYHQ WLPH UHGXFH YXOQHUDELOLW\ WR VKRFNV DQG DOVR LPSURYH









RSSRUWXQLWLHV VKDULQJ LQIRUPDWLRQ DQG IDFLOLWDWLQJ FROOHFWLYH DFWLRQ 3URYLVLRQ RI
H[WHQVLRQVHUYLFHVWRIDUPHUVKHOSVWKHPWRLPSURYHRQWKHLUSURGXFWLRQDQGLQFRPHV
DQG KDYH DFFHVV WR LQVWLWXWLRQV GHDOLQJ ZLWK QDWXUDO UHVRXUFH PDQDJHPHQW VXSSRUW
DQG VWUHQJWKHQLQJ RI ORFDO ILQDQFLDO LQVWLWXWLRQV VXFK DV ORDQV DQG VDYLQJV VFKHPHV
&KDSPDQHWDO

$FFHVV WR H[WHQVLRQ VHUYLFHV KDV EHHQ SUHGHWHUPLQHG E\ VHYHUDO IDFWRUV 7KHVH
LQFOXGHJHQGHUIDUPLQJV\VWHPVZHDOWKVWDWXVODQGRZQHUVKLSIDUPVL]HDQGJURXS
PHPEHUVKLS0XOKDOODQG*DUIRUWK+RZHYHUDFFHVVWRDJULFXOWXUDOH[WHQVLRQ
VHUYLFHVE\ IDUPHUVKDVJHQHUDOO\EHHQ LQVXIILFLHQW '),')$22',5LYHUD
,QFDVHVZKHUHDJULFXOWXUDOLQIRUPDWLRQV\VWHPVDUHGRPLQDWHGE\JRYHUQPHQW
UHVHDUFKDQGH[WHQVLRQRUJDQLVDWLRQV WKHUHVRXUFHSRRUZKRDUHRIWHQPRUHLQQHHG
WKDQ RWKHUV DUH OHDVW OLNHO\ WR JDLQ DFFHVV WR LW *DUIRUWK DQG /DZUHQFH  7R






SHRSOH(?V OLYHV ,&7V LQFOXGH SHUVRQDO FRPSXWHUV UDGLR 79 DQG FRPPXQLFDWLRQ
HTXLSPHQWVVXFKDVWHOHSKRQHVDQGWKHLUFRPPXQLFDWLRQQHWZRUNV0LFKLHOVDQG9DQ
&URZGHU  7HFKQRORJ\ DGYDQFHV LQ ,&7 KDYH UHGXFHG FRVW DQG LQFUHDVHG WKH
TXDOLW\DQGVSUHDGRILQIRUPDWLRQWUDQVIHULQUHFHQW\HDUV+RZHYHUUXUDODUHDVKDYH
OLPLWHG DFFHVV WR ,&7 EHFDXVH RI UHODWLYHO\ KLJK FRVWV FRXSOHG ZLWK LQDGHTXDWH
LQIUDVWUXFWXUH HVSHFLDOO\ URDGV DQG HOHFWULFLW\ &KDSPDQ DQG 6OD\PDNHU 







7KH XVH RI ,&7 E\ IDUPHUV LV SURYLGHG E\ 7UDGH1HW DQG RSHUDWHG E\ D
*KDQDLDQ6RIWZDUH&RPSDQ\%XV\/DE2QWKH7UDGH1HWZHEVLWH WKHUH
DUHPRUHWKDQSULFHVRIFRPPRGLWLHVIURPKXQGUHGVRIPDUNHWV
VSDQQLQJ D UDQJH RI WLPH SHULRGV DQG FRXQWULHV 7KH SULFH RIIHUV DUH






























/DQG WHQXUH LV WKH UHODWLRQVKLS ZKHWKHU OHJDOO\ RU FXVWRPDULO\ GHILQHG DPRQJ






SHRSOH RU D FRUSRUDWH ERG\ VXFK DV D FRPPHUFLDO HQWLW\ RU QRQSURILW
RUJDQL]DWLRQ
x &RPPXQDO 7KLV HQVXUHV D ULJKW RI FRPPRQV ZLWKLQ WKH FRPPXQLW\ ZKHUH
HDFKPHPEHUKDVDULJKWWRXVHLQGHSHQGHQWO\WKHKROGLQJVRIWKHFRPPXQLW\
7KLVIRUH[DPSOHFRXOGLQYROYHWKHULJKWWRJUD]HRQDFRPPRQSDVWXUH
x 2SHQ DFFHVV 6SHFLILF ULJKWV DUH QRW DVVLJQHG WR DQ\RQH DQG QRRQH FDQ EH
H[FOXGHG ,W PD\ LQFOXGH UDQJHODQGV DQG IRUHVWV ZKHUH WKHUH PD\ EH IUHH
DFFHVVWRWKHUHVRXUFHVIRUDOO




LQKHULWHG SXUFKDVHG OHDVHG RU DFTXLUHG WKURXJK VKDUHFURSSLQJ DUUDQJHPHQWV
EHWZHHQWKHODQGORUGDQGWKHWHQDQW)$2D1XNXQ\D ,Q6XE6DKDUDQ
$IULFD JHQGHU GLVSDULW\ LQ DFFHVV WR ODQG KDV EHHQ REVHUYHG WR EH LQIOXHQFHG E\
LQKHULWDQFH V\VWHPV DQG PDULWDO UHODWLRQV :KLWHKHDG DQG 7VLNDWD  7KXV WKH
KLHUDUFKLFDOQDWXUHRI ULJKWVDQGUHVSRQVLELOLWLHVIDYRXUPHQRYHUZRPHQ$FFHVV WR




6HFXUH ODQG WHQXUH LV H[WUHPHO\ LPSRUWDQWGXH WR WKHIDFW WKDWDJULFXOWXUHUHPDLQVD
IXQGDPHQWDOVRXUFHRIOLYHOLKRRGVXEVLVWHQFHDQGIRRGVHFXULW\IRUUXUDOSHRSOH81
+$%,7$7  (QKDQFHG WHQXUH VHFXULW\ JHQHUDWHV LQGLYLGXDO KRXVHKROG DQG
FRPPXQLW\EHQHILWVE\HQFRXUDJLQJVDYLQJVDQG LQYHVWPHQWV LQ WKHLPSURYHPHQWRI
ODQGKRPHVDQGQHLJKERXUKRRG7KLV DFFRUGLQJ WR81+$%,7$7  LQ WXUQ
LPSURYHV OLYHOLKRRGV DQG OLYLQJ VWDQGDUGV ,Q UXUDO DUHDV LQVHFXULW\ LV LQFUHDVLQJ
SRYHUW\ DQG GULYLQJ SHRSOH RII WKH ODQG 7KLV LV EHFDXVH ODQG LQ WKH UXUDO DUHDV LV
FRPLQJ XQGHU PXOWLSOH SUHVVXUHV LQFOXGLQJ SRSXODWLRQ JURZWK LQFUHDVLQJ
IUDJPHQWDWLRQ ODQG XVH FRQYHUVLRQ FRPPHUFLDO LQYHVWPHQWV HQYLURQPHQWDO


GHJUDGDWLRQ DV ZHOO DV QDWXUDO GLVDVWHUV DQG FRQIOLFWV 81+$%,7$7  7R
DGGUHVVWKHVHLVVXHVLWKDVEHHQVXJJHVWHGWKDWSURSRRUODQGSROLFLHVEHLPSOHPHQWHG
WRHQDEOHWKHSRRUWRVKDUHLQWKHEHQHILWV(YHQWKRXJKXOWLPDWHRZQHUVKLSULJKWVDUH
YHVWHG LQJRYHUQPHQWRUDFXVWRPDU\ ODQGKROGLQJJURXS LWKDVEHHQREVHUYHG WKDW
WKHUHDUHUHVWULFWLRQVRQWKHODQGXVHUV(?IUHHGRPWRWUDQVIHUODQGWRH[FOXGHRWKHUVRU











DVVHUW WKDWSRYHUW\ FDQHDVLO\ WXUQ LQWR WKUHDWHQLQJYXOQHUDELOLW\ DQG WKDW WKH
SRRUZKRDUHOHDVWDEOHWRGHDOZLWKULVNDUHPRVWH[SRVHGWRLW7KLVLVEHFDXVHWKH\
KDYH OLWWOH VDYLQJV XVXDOO\ OLYH LQ GDQJHURXV ORFDWLRQV DUH XQDEOH WR DIIRUG VDIH
EXLOGLQJVHQJDJHLQGDQJHURXVOLYHOLKRRGDFWLYLWLHVKDYHIHZLQFRPHRUSURGXFWLRQ
RSWLRQV DQG UHGXFHGDFFHVV WR UHVRXUFHV+RZHYHU7ZLJJ REVHUYHG WKDW WKH
YXOQHUDELOLW\RIWKHSRRUGHSHQGVRQWKHLUDFFHVVWRDVVHWV7KLVLVEHFDXVHDFFHVVWR
ILQDQFLDO FDSLWDO PD\ KHOS WR LPSURYH WKH LQFRPHV RI D KRXVHKROG DQG HQDEOH LW WR
DFTXLUHPRUHDVVHWVWKDWZLOOKHOSWKHKRXVHKROGWREHPRUHUHVLOLHQWWRGLVDVWHUV%XW






7UHQGV DUH ORQJ WHUP FKDQJHV ZKLFK PD\ DIIHFW GLIIHUHQW DVSHFWV RI SHRSOH(?V
OLYHOLKRRGV0HVVHUDQG7RZQVOH\7KH\PD\KDSSHQE\FKDQFHDQGWKH\PD\
EH SRVLWLYH RU QHJDWLYH 7UHQGV FRXOG EH LQ WKH IRUP RI FKDQJHV LQ SRSXODWLRQ
HQYLURQPHQWDO FRQGLWLRQV DQG SDWWHUQV RI JRYHUQDQFH HFRQRPLF FRQGLWLRQV DQG


WHFKQRORJ\ '),'  )RU H[DPSOH FKDQJHV LQ SRSXODWLRQ KDYH OHG WR ODQG UH
GLVWULEXWLRQ LQ VRPH IDUPLQJ FRPPXQLWLHV UHVXOWLQJ LQ ODQG IUDJPHQWDWLRQ DQG







7KHUH FDQ DOVR EH RQHRII VKRFNV WKDW FDQ GHVWUR\ DVVHWV RU HYHQ PHPEHUV RI
KRXVHKROGVDQGFRPPXQLWLHV*DOOLSROLDQG7XUQHUUHIHUUHGWRVKRFNVWKDWDUH





$QRWKHU IRUPRI VKRFN LGHQWLILHGE\ *DOOLSROL DQG7XUQHU  LV WKH FRPPXQLW\
VKRFNFRYDULDQW7KHVHDUHVKRFNVWKDWDIIHFWWKHHQWLUHFRPPXQLW\7KH\FRXOGEH
LQWKHIRUPRIQDWXUDOGLVDVWHUVIRUH[DPSOHWKHHDUWKTXDNHWKDWWULJJHUHGD7VXQDPL
WKDW KLW WKH FRDVWV RI ,QGRQHVLD 6UL /DQND ,QGLD DQG 7KDLODQG LQ 'HFHPEHU 






GXUDWLRQ YDU\ DFURVV KRXVHKROGV RYHU WLPH &RPPXQLWLHV PRVW YXOQHUDEOH WR
VHDVRQDOLW\ DUH XVXDOO\ UXUDO DQG PRVWO\ GHSHQG RQ IDUPLQJ IRU WKHLU OLYHOLKRRGV
6HDVRQDO FKDQJHV PD\ DIIHFW IRU H[DPSOH DVVHWV SULFHV SURGXFWLRQ KHDOWK DQG
HPSOR\PHQWRSSRUWXQLWLHV$PDMRU VHDVRQDO IDFWRU DIIHFWLQJ IDUPLQJKRXVHKROGV LV
UDLQIDOO SDUWLFXODUO\ LQ VRPH SDUWV RI 6XE6DKDUDQ $IULFD ZKHUH PRVW FURSV DUH
GHSHQGHQWRQQDWXUDOUDLQIDOO)$2UHSRUWHGWKDWWKRXJK$IULFDKDVWKHKLJKHVW
DJULFXOWXUDODUHDSHUFDSLWD LQ WKHGHYHORSLQJZRUOG LWKDV WKHORZHVW LUULJDWHGDUHD









RQ RQH RU VRPHWLPHV WZR KDUYHVWV HDFK \HDU $FFRUGLQJ WR 'HYHUHX[  WKLV
VLWXDWLRQKDVWZRLPSOLFDWLRQVIRUUXUDOOLYHOLKRRGV
L $QQXDO KRXVHKROG LQFRPH GHSHQGV RQ WKH VL]H RI KDUYHVW DQG D VLQJOH IDLOHG
KDUYHVWFDQPDNHDSRRUIDPLO\ZLWKOLPLWHGVDYLQJVDQGDVVHWVGHVWLWXWH
LL )DPLOLHV ZLWK XQGLYHUVLILHG OLYHOLKRRGV PXVW VXUYLYH IURP RQH KDUYHVW WR WKH
QH[WRQSURGXFHKDUYHVWHGRQO\RQFHRUWZLFHHDFK\HDU
7KH UHVXOW RI WKHVH VHDVRQDO IDFWRUV LV WKDW IDUPHUV PD\ WXUQ WR HQJDJH LQ ULVN
UHGXFLQJVWUDWHJLHVVXFKDVGLYHUVLILFDWLRQLQWRORZHUYDOXHEXWPRUHVWDEOHSURGXFWV
QRW XVLQJ SXUFKDVHG LQSXWV DQG QRW WUDGLQJ LQ UHPRWH ORFDWLRQV ,W LV WKHUHIRUH DQ
LPSRUWDQWFKDOOHQJHIRUSRRUKRXVHKROGVLQVXVWDLQLQJIRRGFRQVXPSWLRQXQGHUVXFK
FLUFXPVWDQFHV 3D[VRQ  DQG $OGHUPDQ  VKRZHG WKH LPSRUWDQFH RI





LQIOXHQFH RQ WKH OLYHOLKRRGV RI SHRSOH 7KH\ UHIHU  WR WKH OHYHOV RI JRYHUQPHQW
LQVWLWXWLRQVDQGSXEOLFSROLFLHVDVZHOODVSULYDWHVHFWRUSUDFWLFHVDQGFLYLFFXOWXUDO
DQG HFRQRPLF LQVWLWXWLRQV WKDW RSHUDWH LQ VRFLHW\ ZKLFK WRJHWKHU KHOS WR GHWHUPLQH
DQG VHW SDUDPHWHUV IRU OLYHOLKRRG VWUDWHJLHV IRU WKH SRRU )DUULQJWRQ HW DO 
,QVWLWXWLRQV DQG RUJDQLVDWLRQV FDQ VXSSRUW RU FRQVWUDLQ OLYHOLKRRGV E\ DIIHFWLQJ
SHRSOH(?V UHVRXUFHV WKHLUDELOLW\ WRSXUVXH FHUWDLQDFWLYLWLHVDQG WKH UHWXUQV WKH\FDQ




3ROLF\ PD\ EH GHILQHG DV D FRXUVH RU SULQFLSOH RI DFWLRQ GHVLJQHG WR DFKLHYH D











VWDWXV RI LQIDQWV $W WKH PHVR OHYHO SROLFLHV PD\ EH GHVLJQHG WR FUHDWH ORQJ WHUP
IUDPHZRUNV IRU DFWLRQ ZKLOH DW WKH PLFUR OHYHO SROLFLHV DUH HLWKHU VKRUW WHUP RU
WHPSRUDU\ DQG WKH\ PD\ DIIHFW SDUWLFXODU VHFWRUV GLVWULFWV RU JURXSV 3ROLFLHV
WKHUHIRUHSURYLGHWKHOLQNEHWZHHQDOOWKHWKUHHOHYHOVDQGPD\KHOSWRLGHQWLI\DUHDV
ZKHUH UHVWULFWLRQV EDUULHUV RU FRQVWUDLQWV RFFXU DQG H[SODLQ VRFLDO SURFHVVHV WKDW
FRXOGLPSDFWRQOLYHOLKRRGVXVWDLQDELOLW\6FRRQHV(OOLV

3ROLFLHV PD\ KDYH SRVLWLYH RU QHJDWLYH HIIHFWV RQ WKH SHRSOH IRU H[DPSOH SROLFLHV
PD\ SURWHFW WKH HQYLURQPHQW E\ FRQWUROOLQJ QDWXUDO UHVRXUFH XVH RU PDNH LW PRUH
GLIILFXOW IRU SRRU SHRSOH WR JDLQ DFFHVV WR UHVRXUFHV WKH\ QRUPDOO\ XVH WR VXSSRUW
OLYHOLKRRGV0HVVHUDQG7RZQVOH\7RHIIHFWLYHO\UHDOLVHWKHSROLF\SULRULWLHV
RIWKHSRRULWLVQHFHVVDU\WKDWWKH\IRUPSDUWRIWKHSROLF\IRUPXODWLRQSURFHVV$OVR
VXFK SROLFLHV VKRXOG EH JXLGHG E\ WKH SULQFLSOHV RI WKH VXVWDLQDEOH OLYHOLKRRGV
DSSURDFK3DVWHXU6LQFHQRWHYHU\ERG\FDQEHLQYROYHGLQWKHSROLF\PDNLQJ
SURFHVV.DUOUHFRPPHQGHGWKDWDVWDNHKROGHUDQDO\VLVZRXOGEHQHFHVVDU\WR





RIEHKDYLRXUÄQRUPDO(?LQDQ\ JLYHQVRFLHW\$FFRUGLQJ WR1RUWK  LQVWLWXWLRQV
DUHWKHKXPDQO\GHYLVHGFRQVWUDLQWVWKDWVWUXFWXUHKXPDQLQWHUDFWLRQ7KH\DUHPDGH
XS RI IRUPDO FRQVWUDLQWV UXOHV ODZV FRQVWLWXWLRQV LQIRUPDO FRQVWUDLQWV QRUPV RI
EHKDYLRXU FRQYHQWLRQV DQG VHOI LPSRVHG FRGHV RI FRQGXFW DQG WKHLU HQIRUFHPHQW




DQG DUH WKHUHIRUH UHIHUUHG WR DV ÄWKH SOD\HUV RI WKH JDPH(? 0HVVHU DQG 7RZQVOH\
 '),'  ,Q VRPH FDVHV D JLYHQ RUJDQLVDWLRQ PD\ RU PD\ QRW EH DQ
LQVWLWXWLRQDQGDJLYHQLQVWLWXWLRQPD\RUPD\QRWEHDQRUJDQLVDWLRQ)RUH[DPSOHD
ORFDOEDQNEUDQFKLVDOVRDQRUJDQLVDWLRQEXWQRWDQLQVWLWXWLRQDFHQWUDOEDQNLVDQ




0HVVHU DQG7RZQVOH\ REVHUYHG WKDW VRPH LQVWLWXWLRQVDUHYHU\YLVLEOHZKLOH
RWKHUVDUHOHVVYLVLEOH,QVWLWXWLRQVWKDWDUHPRUHYLVLEOHWKDQRWKHUVWHQGWREHIRUPDO
DQGKDYHDFOHDUVWUXFWXUHZLWKFOHDUO\GHILQHGUXOHVDQGUHJXODWLRQV$QH[DPSOHLV




6RPH RI WKH LQVWLWXWLRQV WKDW DUH FHQWUDO WR DJULFXOWXUDO JURZWK DUH WKH VWDWH
FRPPXQLW\ OHYHO LQVWLWXWLRQV DQG PDUNHWV 6KDQNODQG  ,W KDV EHHQ REVHUYHG





LQ HVWDEOLVKLQJ UXOHV RQ ODQG RZQHUVKLS DQG PDQDJHPHQW HVSHFLDOO\ FRPPRQ
SURSHUW\ UHVRXUFHV 6DUSRQJ  7KLV LV EHFDXVH PRVW ODQGV LQ $IULFD DUH VWLOO
EHLQJ KHOG XQGHU FXVWRPDU\ ODQG WHQXUH V\VWHPV &RPPXQLW\ OHYHO LQVWLWXWLRQV FDQ
WKHUHIRUH EH XVHG DV LPSRUWDQW YHKLFOHV IRU DJULFXOWXUDO GHYHORSPHQW DQG SRYHUW\
HUDGLFDWLRQ

0DUNHWV SOD\ D FHQWUDO UROH LQ SURSRRU OLYHOLKRRG GHYHORSPHQW DQG SRYHUW\
UHGXFWLRQ'RUZDUGHW DO REVHUYHG WKDW OLYHOLKRRGVRIPRVW SRRU SHRSOH DUH
GLUHFWO\ GHSHQGHQW RQ WKHLU LQYROYHPHQW LQ D UDQJH RI PDUNHWV PDUNHWV SURYLGH D
KLJKO\ HIILFLHQW PHFKDQLVP IRU H[FKDQJH FRRUGLQDWLRQ DQG DOORFDWLRQ RI PDQ\
UHVRXUFHV JRRGV DQG VHUYLFHV DQG SRRU SHRSOH WKHPVHOYHV RIWHQ LGHQWLI\ SUREOHPV






3URFHVVHV DUH WKH ZD\ WKLQJV DUH GRQH UDWKHU WKDQ ZKDW LV GRQH 7KH\ DOVR UHIHU WR
KRZSROLFLHVDQGLQVWLWXWLRQVFKDQJHDQGRULQWHUDFWZLWKEURDGHUSURFHVVHVRIFKDQJH
$SROLF\SURFHVVUHIHUVWRKRZSROLFLHVDUHPDGHKRZGHFLVLRQVDUHWDNHQDQGZD\V





















IDFWRUV $ NH\ JRDO RI OLYHOLKRRG VWUDWHJLHV LV WR HQVXUH KRXVHKROG HFRQRPLF DQG
VRFLDO VHFXULW\ .RF]EHUVNL HW DO  +RZHYHU XQVDWLVIDFWRU\ OLYHOLKRRG





















LQWHQVLILFDWLRQ OLYHOLKRRG GLYHUVLILFDWLRQ DQG PLJUDWLRQ 7KHVH VWUDWHJLHV PD\ EH
DOWHUQDWLYHV RU KRXVHKROGV PD\ FRPELQH WKHP +RZHYHU 0F'RZHOO DQG GH +DDQ
 LQGLFDWHG WKDW PLJUDWLRQ LV OLNHO\ WR DIIHFW WKH SRVVLELOLWLHV RI LQWHQVLILFDWLRQ





)$27KLV LQYROYHV FXOWLYDWLRQRI ODQG ZKHUH WKHUH DUHYHU\ KLJK LQSXWVRI
ODERXU IHUWLOL]HUV SHVWLFLGHV KHUELFLGHV DQG IXQJLFLGHV WR REWDLQ WKH PD[LPXP
RXWSXW$JULFXOWXUDO LQWHQVLILFDWLRQKDVEHHQHVVHQWLDO RYHU WKH \HDUV LQ PHHWLQJ WKH
LQFUHDVLQJGHPDQGRIJURZLQJZRUOGSRSXODWLRQIRUIRRG$FFRUGLQJWR0DWVRQHWDO
LQWHQVLILFDWLRQLQGHYHORSLQJFRXQWULHVZDVJHQHUDOO\UHIHUUHGWRDVWKHÄ*UHHQ






$SDUW IURP WKH VKRUWWHUP LQFUHDVH LQ SURGXFWLRQ DQG FDVK LQFRPH VHYHUDO




VRLOV JHQHWLF UHVRXUFHV DQG ORFDO NQRZOHGJH +D]HOO  0DWVRQ HW DO 





6RPH KRXVHKROGV FDUU\ RXW GLIIHUHQW W\SHV RI DFWLYLWLHV LQ WKHLU VWUXJJOH WR HDUQ D
OLYLQJ,WKDVEHHQREVHUYHGWKDWOLYHOLKRRGGLYHUVLILFDWLRQUHSUHVHQWVDIDLOXUHRIWKH
VWUXFWXUDO DGMXVWPHQW SURMHFWV RI  DQG V WR GHOLYHU LPSURYLQJ HFRQRPLF
FRQGLWLRQV IRU DJULFXOWXUDO SURGXFWLRQ WKDW ZHUH SURPLVHG LQ WKH FRXQWOHVV SROLF\
GRFXPHQWVRIWKDWSHULRG%U\FHVRQ(OOLVDQG$OOLVRQ7KHUHVXOWLVWKDW
IDUPLQJEHFDPHPRUHRIDSDUWWLPH UHVLGXDODQG IDOOEDFNDFWLYLW\DQG OLYHOLKRRGV
DUHQRZEHLQJRULHQWHGWRZDUGVQRQIDUPDQGQRQUXUDODFWLYLWLHV%U\FHVRQ
/LYHOLKRRGVPD\EHGLYHUVLILHGDVD UHVXOWRIFULVLVRURSSRUWXQLW\  ,Q6XE6DKDUDQ







RZQH[LW URXWHVRXWRISRYHUW\ DQG LW FDQ LPSURYH WKHTXDOLW\ DQGVXVWDLQDELOLW\RI
QDWXUDO UHVRXUFHV WKDW FRQVWLWXWH NH\ DVVHWV LQ UXUDO OLYHOLKRRGV (OOLV DQG $OOLVRQ
 'LYHUVLILFDWLRQ FRQWULEXWHV SRVLWLYHO\ WR VXVWDLQDELOLW\ EHFDXVH LW UHGXFHV
SURQHQHVV WR VWUHVV DQG VKRFNV DQG FDQ FRQWULEXWH WR UHGXFLQJ DGYHUVH HIIHFWV RI
VHDVRQDOLW\ E\ XWLOLVLQJ ODERXU DQG JHQHUDWLQJ DOWHUQDWLYH VRXUFHV RI LQFRPH LQ RII
SHDNSHULRGV (OOLV2Q WKHRWKHUKDQG WKHEHWWHURIIDUHDEOH WRGLYHUVLI\ LQ
PRUH DGYDQWDJHRXV ODERXU PDUNHWV WKDQ WKH SRRU DQG WKLV LQ WXUQ UHIOHFWV DVVHW







0LJUDWLRQ LV WKHPRYHPHQWRISHRSOH IURPRQH SODFH WR DQRWKHU6XFK PRYHPHQWV
DFFRUGLQJWR0F'RZHOODQGGH+DDQFRXOGEHUXUDOUXUDOUXUDOXUEDQXUEDQ
UXUDO UHJLRQDO RU LQWHUQDWLRQDO 6XFK D SURFHVV FRXOG EH YROXQWDU\ RU LQYROXQWDU\
9ROXQWDU\PLJUDWLRQFRPHVRXWRIWKHGHVLUHWRJRSODFHVZKLOHLQYROXQWDU\PLJUDWLRQ
FRXOGEHGXHWRH[WUHPHHFRQRPLFVRFLDORUSROLWLFDOVLWXDWLRQVZKHUHWKHUHDUHFLYLO
XQUHVWV DQG ZDUV 0LJUDWLRQ LV XVXDOO\ IRXQG WR EH XQGHUWDNHQ E\ ODQGOHVV RU ODQG
SRRU XQVNLOOHG DQG LOOLWHUDWH SRRU ODERXUHUV LQ VLWXDWLRQV VXFK DV WKH ZRUVHQLQJ
VLWXDWLRQRIGU\ ODQGDJULFXOWXUH FUHDWHGE\GURXJKW FURS IDLOXUH DQGSRRU WHUPVRI
WUDGH5DR+D]HOO0F'RZHOODQGGH+DDQ%XWRWKHUVWXGLHVDOVR




LQ JHQHUDO %XW WKHUH KDYH EHHQ TXHVWLRQV DERXW PLJUDWLRQ UHGXFLQJ SRYHUW\
+RZHYHU.RWKDULUHYLHZLQJPLJUDWLRQVWXGLHVIRXQGWKDW LWFDQERWKUHGXFH
DQGSHUSHWXDWHSRYHUW\:KLOH%UHPDQVKRZVKRZPLJUDWLRQRSHQHGWKHZD\
IRU ODERXUHUV WREUHDNDZD\IURPSDWURQFOLHQW UHODWLRQVKLSVDQGFKDQJH IURPEHLQJ
VHPLIUHH WR IUHHD VWXG\RI3DODPXU ODERXUHUV LQ ,QGLD IRXQG WKDW WKH\ZHUHEHLQJ





$IULFD LQ WKH V DQG V ZKHUH PDQ\ UXUDO KRXVHKROGV FDPH WR GHSHQG RQ
UHPLWWDQFHVIURPPLJUDQWVWRXUEDQDUHDVLQ6RXWK$IULFDIRUWKHLUIRRGVHFXULW\7KLV







VXFK RXWFRPHV DUH QRUPDOO\ H[SHFWHG WR EH SRVLWLYH JDLQV 2XWFRPHV KHOS XV WR
XQGHUVWDQGZKDWPRWLYDWHVSHRSOHWREHKDYHWKHZD\WKH\GRZKDWWKHLUSULRULWLHVDUH
DQG KRZ WKH\ DUH OLNHO\ WR UHVSRQG WR QHZ RSSRUWXQLWLHV '),'  ,Q WKH
OLYHOLKRRGVIUDPHZRUNRXWFRPHVKDYHEHHQLQGLFDWHGDVLQFUHDVHGLQFRPHLQFUHDVHG
ZHOOEHLQJ UHGXFHGYXOQHUDELOLW\ LPSURYHG IRRG VHFXULW\ DQGPRUH VXVWDLQDEOHXVH
RIQDWXUDOUHVRXUFHV'),'LQGLFDWHGWKDWLWVKRXOGQRWEHDVVXPHGWKDWSHRSOH
DUHHQWLUHO\GHGLFDWHG WRPD[LPLVLQJ WKHLU LQFRPH5DWKHUZHVKRXOGUHFRJQLVHDQG
VHHNWRXQGHUVWDQGWKHULFKQHVVRISRWHQWLDOOLYHOLKRRGJRDOV:KLOHVRPHSHRSOHPD\
EHDLPLQJDW IRRGVHFXULW\DQGKLJKHU LQFRPHRWKHUVPD\DOVREH WKLQNLQJRIJRRG






7KH PDLQ REMHFWLYH RI KRXVHKROG OLYHOLKRRG DFWLYLWLHV LV WR HDUQ KLJKHU LQFRPH LQ
RUGHU WR UHGXFHSRYHUW\7KLV LVGHSHQGHQWRQ WKHLUFDSDELOLWLHV LPSURYHGDFFHVV WR
DVVHWVDQGEHWWHUFRPELQDWLRQVZLWKDFWLYLWLHV%ODLNLHHWDO%XWWKHVHDUHDOVR
GHSHQGHQWRQYXOQHUDELOLW\ IDFWRUVVXFKDVVHDVRQDOLW\RI UDLQIDOODQGPDUNHWSULFHV
+RXVHKROGV WKHUHIRUH GR QRW UHO\ RQO\ RQ IDUPLQJ DFWLYLWLHV EXW DGG QRQIDUP
HPSOR\PHQW ZLWKRXW ZKLFK UXUDO SRYHUW\ ZRXOG EH PXFK KLJKHU ,W KDV EHHQ
VXJJHVWHGWKDWDFFHVVWRFUHGLWIDFLOLWLHVE\WKHUXUDOSRRUPD\HQDEOHWKHPWRLQFUHDVH





:HOOEHLQJ LV XVXDOO\ GHILQHG E\ LQGLYLGXDOV EDVHG RQ WKHLU SHUFHSWLRQV RI OLIH
&KDPEHUV GHVFULEHGZHOOEHLQJ DV JRRG TXDOLW\RI OLIHZKLFK LV RSHQ WR WKH
ZKROH UDQJHRIKXPDQH[SHULHQFHV VRFLDOPHQWDODQGVSLULWXDO DVZHOO DVPDWHULDO
7KH RSSRVLWH RI ZHOOEHLQJ LV LOOEHLQJ *HQHUDOO\ DFFRUGLQJ WR &KDPEHUV PRVW


SHRSOHZRXOG LQFOXGH LQZHOOEHLQJJRRG OLYLQJVWDQGDUGVDFFHVV WREDVLFVHUYLFHV





EHLQJ FRXOG EH ZHDN RU QHJDWLYH &KDPEHUV  0F*UHJRU  7KDW LV
UHGXFLQJSRYHUW\XVXDOO\GLPLQLVKHVLOOEHLQJEXWPRUHZHDOWKGRHVQRWDVVXPHWKDW
DOOQHHGVZLOOEHPHWQRUGRHVLWDXWRPDWLFDOO\JXDUDQWHHDVDWLVIDFWRU\TXDOLW\RIOLIH
+RZHYHU SHRSOH ZLWK OLWWOH UHVRXUFHV KDYH OLWWOH FKDQFH WR DFKLHYH ZHOOEHLQJ DQG
PDLQO\VWUXJJOHRQO\ WR HVFDSH LOOEHLQJ$QRWKHUGLPHQVLRQRIZHOOEHLQJZKLFK LV
GHEDWDEOH LV KDSSLQHVV $Q LQGLYLGXDO FRXOGEHKDSS\EXWKXQJU\ DQG WKLVGRHVQRW




$QRWKHU LPSRUWDQW IDFWRU ZKLFK LV EDVLF WR ZHOOEHLQJ LV OLYHOLKRRG VHFXULW\
&KDPEHUVLQGLFDWHGWKDWWKHUHPXVWEHVHFXUHGULJKWVDQGUHOLDEOHUHVRXUFHV
IRRG DQG LQFRPH DQG EDVLF VHUYLFHV DYDLODEOH WR DOO 7KLV FDQ EH PDLQWDLQHG DQG
HQKDQFHG WKURXJK VXVWDLQDEOH OLYHOLKRRGV *RRG JRYHUQDQFH FDQ DOVR FRQWULEXWH WR





)RRG VHFXULW\ LV D VLWXDWLRQ WKDW H[LWV ZKHQ DOO SHRSOH DW DOO WLPHV KDYH SK\VLFDO
VRFLDO DQG HFRQRPLF DFFHVV WR VXIILFLHQW VDIH DQG QXWULWLRXV IRRG WKDW PHHWV WKH
GLHWDU\ QHHGV DQG IRRG SUHIHUHQFH IRU DQ DFWLYH DQG KHDOWK\ OLIH )$2 E








ILQDQFLDO UHVRXUFHV WRREWDLQDSSURSULDWH IRRG7KLVGHSHQGVRQ LQFRPHDYDLODEOH WR











7KHUH DUH VHYHUDO FDXVHV RI IRRG LQVHFXULW\ LQ WKH ZRUOG 7KH PRVW LPSRUWDQW RQHV
LGHQWLILHGE\+XVVHLQGXHWRWKHDEVHQFHRIILUPJRYHUQDQFHVWUXFWXUHVDUH




LLL 7KH JOREDO WROHUDQFH RI H[WUHPH LQHTXDOLW\ ZKLFK SHUPLWV WKH GLYHUVLRQ RI
YDOXDEOHIRRGUHVRXUFHV
&DXVHV RXWVLGH WKH GLUHFW FRQWURO RI JRYHUQDQFH VWUXFWXUHV DUH SRYHUW\ RI WKH




$OO WKH OLYHOLKRRGDVVHWV WKDWKRXVHKROGVKDYH DUH VXEMHFWHG WRYXOQHUDELOLW\ IDFWRUV
VXFK DV WUHQGV VKRFNV DQG VHDVRQDOLW\ SDWWHUQV 'LIIHUHQW SHRSOH DUH DIIHFWHG LQ
GLIIHUHQW ZD\V E\ WKH YXOQHUDELOLW\ IDFWRUV 2QH LPSRUWDQW DVSHFW RI UHGXFLQJ
YXOQHUDELOLW\LVWRLGHQWLI\WKRVHWUHQGVVKRFNVDQGDVSHFWVRIVHDVRQDOLW\WKDWDUHRI
SDUWLFXODU LPSRUWDQFH WR OLYHOLKRRGV'),'(IIRUWVFDQ WKHQEHFRQFHQWUDWHG
RQ XQGHUVWDQGLQJ WKH LPSDFW RI WKHVH IDFWRUV DQG KRZ QHJDWLYH DVSHFWV FDQ EH
PLQLPLVHG7KLVUHTXLUHVDSULRUXQGHUVWDQGLQJRIZKDWW\SHVRIOLYHOLKRRGVWUDWHJLHV




7KH DELOLW\ RI D OLYHOLKRRG WR EH DEOH WR FRSH ZLWK DQG UHFRYHU IURP VWUHVVHV DQG
VKRFNV LV FHQWUDO WR WKHGHILQLWLRQRI VXVWDLQDEOH OLYHOLKRRGV 6FRRQHV 7KXV









$JULFXOWXUH KDV EHHQ WKH PDMRU OLYHOLKRRG DFWLYLW\ RI PRVW UXUDO GZHOOHUV 7KHVH
SHRSOH GHSHQG RQ WKH VPDOO SLHFH RI ODQG WKDW LV DYDLODEOH WR WKHP $V DJULFXOWXUDO
DFWLYLWLHV LQFUHDVH WKHUH LV SUHVVXUHRQ WKHQDWXUDO UHVRXUFHV7KHUH LV WKHUHIRUH WKH
QHHGWRSUDFWLFHVXVWDLQDEOHDJULFXOWXUHWRVDWLVI\KXPDQQHHGVZKLOHPDLQWDLQLQJWKH





SURGXFWV E\ PLQLPLVLQJ FRVWV DQG PD[LPLVLQJ SURILWV ,Q WKLV FDVH WKH\
SURGXFHDWDYHU\ORZULVNOHYHOVDQGDFKLHYLQJWKHLUOLYHOLKRRGRXWFRPHV
x (FRORJLFDOO\VRXQGQDWXUDOUHVRXUFHPDQDJHPHQWLVWKHV\VWHPZKHUHIDUPHUV
SURGXFH DW D OHYHO WKDW WKH\ HQVXUH WKDW WKH TXDOLW\ RI WKH HQYLURQPHQW LV
PDLQWDLQHG 6RPH QHJDWLYH SUDFWLFHV VXFK DV EXVK EXUQLQJ H[FHVVLYH
RYHUJUD]LQJ GHVWUXFWLRQ DQG SROOXWLRQ RI ZDWHU ERGLHV DQG H[FHVVLYH DQG
FRQWLQXRXV XVH RI D SLHFH RI ODQG ZLWKRXW UHSODFLQJ WKH QXWULHQWV VKRXOG EH
DYRLGHG
x 6RFLDOO\ MXVW UHTXLUHV WKDWDOO IDUPHUVKDYHHTXDODFFHVV WRQDWXUDO UHVRXUFHV
LUUHVSHFWLYH RI VH[ WULEH UHOLJLRQ RU SRVLWLRQ 7KHUH VKRXOG QRW EH
GLVFULPLQDWLRQLQDQ\IRUPZKDWHYHUDJDLQVWDQ\ERG\





WR DGMXVW WR FRQVWDQWO\ FKDQJLQJ FRQGLWLRQV VXFK DV SRSXODWLRQ JURZWK QHZ
SROLFLHVDQGPDUNHWGHPDQGV

$FFRUGLQJ WR 9HOGKXL]HQ HW DO  DOO WKH DERYH ILYH IDFWRUV DUH QHJDWLYHO\
DIIHFWHGE\ERWKWUDGLWLRQDODJULFXOWXUHDQG+LJK([WHUQDO,QSXW$JULFXOWXUH+(,$
,Q WUDGLWLRQDO DJULFXOWXUH IDUPHUV PRVW RIWHQ H[SDQG IDUPLQJ LQWR PDUJLQDO DUHDV










7HFKQRORJ\ LQYROYHV KRZ NQRZOHGJH DQG VNLOOV DUH XVHG WR RSHUDWH PDFKLQHV DQG
HTXLSPHQW DQG KRZ WKHVH DIIHFW SHRSOH(?V DELOLW\ WR FRQWURO DQG DGDSW WRWKH
HQYLURQPHQW ,W KDV EHHQ SHUFHLYHG DV KDYLQJ IRXU LQWHUUHODWHG SDUWV  WHFKQLTXH
PDFKLQHVDQGHTXLSPHQWNQRZOHGJHNQRZKRZDQGVNLOOVRUJDQLVDWLRQV\VWHP
SURFHGXUHV SUDFWLFHV DQG VXSSRUW VWUXFWXUHV DQGSURGXFW GHVLJQDQG VSHFLILFDWLRQ
6FRWW7KHXVHRIWHFKQRORJ\VWDUWHGZKHQSHRSOHFRQYHUWHGQDWXUDOUHVRXUFHV
LQWR VLPSOH WRROV DQG ZHUH DEOH WR XVH WKHP WR JURZ FURSV 7KH GLVFRYHU\ DQG
XWLOLVDWLRQ RI ILUH D VLPSOH HQHUJ\ VRXUFH ZLWK PDQ\ SURIRXQG XVHV ZDV D WXUQLQJ
SRLQW LQ WKH WHFKQRORJLFDO HYROXWLRQ RI KXPDQLW\ 7KH GLVFRYHUHG ILUH IXHOOHG ZLWK




0RGHUQ HFRQRPLF WKRXJKW LGHQWLILHG WHFKQRORJLFDO LQQRYDWLRQ DV WKH VLQJOH PRVW
G\QDPLFIDFWRULQWKHJURZWKRIQDWLRQDOHFRQRPLHV/DUWH\7HFKQRORJ\KDV
EHHQ IRXQG WR LQIOXHQFH JURZWK WKURXJK LQFUHDVHV LQ HIILFLHQF\ DQG LPSURYHG




LQ UXUDOSRYHUW\DQGXUEDQVTXDORUZKLFK LQ WXUQSURGXFHVFKDQJHV LQDWWLWXGHVDQG
KDELWVWKHUHE\UDLVLQJWKHTXDOLW\RIOLIH/DUWH\2GHERGH6PLWKHWDO





PXVW EH DIIRUGDEOH $FFRUGLQJ WR :LFNOHLQ DQG .DFKQDU  DQ DSSURSULDWH
WHFKQRORJ\ VHHNV WR XQGHUVWDQG RSHUDWH DQG VXVWDLQ WHFKQRORJLFDO V\VWHPV WR WKH
EHQHILWRIKXPDQVZKLOHKDYLQJWKHOHDVWQHJDWLYHVRFLHWDODQGHQYLURQPHQWDOLPSDFW





$OO WKH ILYH FDSLWDO DVVHWV LQFRPELQDWLRQZLWKHDFKRWKHU LQIOXHQFH WKH DGRSWLRQRI
WHFKQRORJLHV E\ IDUPHUV 3K\VLFDO FDSLWDO LQ WKH IRUP RI JRRG URDGV LV QHHGHG WR
HQDEOHIDUPHUVWUDQVSRUWWKHLUSURGXFHWRPDUNHWVRXWVLGHWKHLUORFDWLRQV$GRSWLQJD
WHFKQRORJ\ VXFK DV KLJK \LHOGLQJ YDULHWLHV RI FDVVDYD PD\ OHDG WR LQFUHDVHG
SURGXFWLYLW\:LWKRXWJRRGURDGVDQGDQHIILFLHQWWUDQVSRUWV\VWHPKDUYHVWHGFDVVDYD
URRWV PD\ UHPDLQ LQ WKH YLOODJH DQG EHFRPH ZDVWHG 7KH KLJK \LHOGLQJ FDVVDYD
YDULHW\ PD\ WKXV EH LUUHOHYDQW WR WKH IDUPHU EHFDXVH LW FDQQRW EH WUDQVSRUWHG WR
RXWVLGHPDUNHWVHDVLO\

)DUPHUV QHHG D VLJQLILFDQW DPRXQW RI PRQH\ RU ILQDQFLDO FDSLWDO WR DGRSW PRVW
WHFKQRORJLFDO LQQRYDWLRQV5HVRXUFHSRRUIDUPHUVPLJKWQRWDGRSWD WHFKQRORJ\GXH
WRODFNRIFDVKRUFUHGLWIDFLOLWLHV+HQGHUVRQUHIHUULQJWRDVWUDWHJ\GRFXPHQW
E\ WKH $VVRFLDWLRQ IRU 6WUHQJWKHQLQJ $JULFXOWXUDO 5HVHDUFK LQ (DVW DQG &HQWUDO
$IULFDLQGLFDWHGWKDWUHVRXUFHULFKSURGXFHUVDUHXVXDOO\WKHLQLWLDOSHRSOHZKRDGRSW
LPSURYHG WHFKQRORJLHV DOWKRXJK WKH\ ZHUH QRW DFWXDOO\ WDUJHWHG DV SULRULW\
EHQHILFLDULHV 2Q WKH RWKHU KDQG $GHED\R DQG 6DQJRVLPD  VWXG\LQJ








WKHP DGRSW LPSURYHG WHFKQRORJLHV IRU SURGXFWLRQ DQG SURFHVVLQJ +RZHYHU
DFFHVVLQJ FUHGLW IURP WKH IRUPDO ILQDQFLDO LQVWLWXWLRQV LV YHU\ GLIILFXOW IRU WKH SRRU
IDUPHU VHH VHFWLRQ E 7R VROYH WKLV SUREOHP WKH XVH RI FUHGLW SDFNDJHV IRU
WHFKQRORJLHV ZDV SUDFWLFHG E\ VHYHUDO H[WHQVLRQ RUJDQLVDWLRQV ,Q 6XE6DKDUDQ
$IULFD6DVDNDZD*OREDOGLVWULEXWHGVHYHUDOWHFKQRORJ\SDFNDJHVLQ*KDQDDQG
%HQLQ DQG WKLV DSSURDFK UHVXOWHG LQ \LHOG LPSURYHPHQW LQ IDUPHUV(?([WHQVLRQ 7HVW
3ORWV(73RIPDL]HDQGVRUJKXP1XEXNSRDQG*DOLED

+XPDQ FDSLWDO LQ WKH IRUP RI NQRZOHGJH DQG VNLOOV DUH FUXFLDO WR WKH DGRSWLRQ RI
WHFKQRORJLHV0RULVHWDOIRXQGDOLQNEHWZHHQIDUPHUV(?OHYHORIHGXFDWLRQDQG
WKHLU WHQGHQF\ WR WU\ QHZ WHFKQRORJLHV DQG REVHUYHG WKDW IDUPHUV ZKR DGRSWHG
PRGHUQ PDL]H YDULHWLHV KDYH D EHWWHU HGXFDWLRQ WKDQ WKH QRQDGRSWHUV 6LPLODUO\




7KH XVH RI KXPDQ ODERXU OHDGV WR GUXGJHU\ DQG ZHDNHQV WKH KXPDQ ERG\ ,W LV
WKHUHIRUHQHFHVVDU\ WKDW ODERXU VDYLQJGHYLFHVDUH LQWURGXFHGHVSHFLDOO\ LQ IDUPLQJ
7KH DGRSWLRQ RI WKH FDVVDYD JUDWHU LQ 1LJHULD DQG *KDQD ZDV REVHUYHG WR KDYH
UHGXFHGGUXGJHU\DQGVDYHGODERXUZKLFKZRXOGRWKHUZLVHKDYHEHHQXVHGPDQXDOO\
1ZHNH  /DERXU VDYLQJ WHFKQRORJLHV PD\ ORZHU WKH PDUJLQDO FRVW RI




6RFLDO FDSLWDO LQYROYLQJ JURXS PHPEHUVKLS QHWZRUNV DQG FRQQHFWHGQHVV DUH
QHFHVVDU\ HOHPHQWV LQ WKH GLIIXVLRQ DQG DGRSWLRQ RI WHFKQRORJLHV E\ IDUPHUV 7KH
GLVVHPLQDWLRQRILQIRUPDWLRQRQWHFKQRORJ\WRIDUPHUJURXSVKDVEHHQHQFRXUDJHGLQ
H[WHQVLRQ DSSURDFKHV SDUWLFXODUO\ LQ WKH 7 	 9 H[WHQVLRQ DSSURDFK %HQRU DQG




UHFRPPHQGHG WHFKQRORJLHV IURPEXW LWZDVFULWLFL]HGDVEHLQJ ULJLGDQG
QRQUHVSRQVLYH WR WKH QHHGV RI IDUPHUV QDWLRQDOO\ DQG ILQDQFLDOO\ XQVXVWDLQDEOH
02)$6LPLODUO\3XUFHOODQG$QGHUVRQ DOVRREVHUYHG WKDW WKH7	9
DSSURDFK OLNH RWKHU :RUOG %DQNVXSSRUWHG RSHUDWLRQV IDFHG XQOLNHO\ RU XQFHUWDLQ
VXVWDLQDELOLW\$QGHUVRQLQGLFDWHGWKDWDUHJUHWWDEOHH[SHULHQFHZDVWKHIDLOXUH
RIWKH:RUOG%DQNWRDGPLWWKDWWKHPRGHOZDVLQDSSURSULDWHIRUWKHVLWXDWLRQLQPDQ\
FOLHQW FRXQWULHV 7KH XVH RI IDUPHU JURXSV IRU WHFKQRORJ\ GLVVHPLQDWLRQ ZDV DOVR
HYLGHQWGXULQJWKHLPSOHPHQWDWLRQRIWKH6DVDNDZD*OREDOSURMHFWLQ*KDQDDQG
%HQLQ 1XEXNSR DQG *DOLED  REVHUYHG WKDW GLIIXVLRQ RI DJULFXOWXUDO
WHFKQRORJLHVDPRQJIDUPHUVRQWKHSURMHFWZDVPRVWO\GRQHWKURXJKVRFLDOQHWZRUNV
DQG FRQQHFWHGQHVV 6LPLODUO\ PHPEHUV RI IDUPHU DVVRFLDWLRQV DUH PRUH OLNHO\ WR
DGRSW QHZ DJULFXOWXUDO WHFKQRORJLHV WKDQ WKRVH ZKR GR QRW EHORQJ WR DVVRFLDWLRQV
8DLHQHHWDO,VKDP

3ROLFLHV LQVWLWXWLRQVDQGSURFHVVHVDOVR LQIOXHQFH WHFKQRORJ\XSWDNH5RJHUV
LGHQWLILHGWZRFKDUDFWHULVWLFVRIVRFLDOVWUXFWXUHVWKDWSURPRWHPRUHUDSLGGLIIXVLRQRI
LQQRYDWLRQV E\ 5RJHUV  9LOODJH KRPRJHQHLW\ ZKLFK LV UHIHUUHG WR DV WKH
GHJUHH WR ZKLFK WZR RU PRUH LQGLYLGXDOV ZKR LQWHUDFW DUH VLPLODU LQ FHUWDLQ
FKDUDFWHULVWLFVSURPRWHVPRUH LQIRUPDWLRQVKDULQJ7KDW LV FRPPXQLFDWLRQVKDULQJ
LV PRUH HIIHFWLYH DV ORQJ DV WKHVH LQGLYLGXDOV VKDUH VRPH FRPPRQ DWWULEXWHV DQG
EHOLHIV 7KH VHFRQG IDFWRU LV KRZ VRFLDO QRUPV WKDW IDYRXU FKDQJH FDQ SURPRWH
FRQVXOWDWLYHGHFLVLRQPDNLQJDQGOHDGWRPRUHUDSLGGLIIXVLRQRILQQRYDWLRQV5RJHUV
 LQGLFDWHG WKDW YLOODJHV WKDW KDYH PRUH WUDGLWLRQDO QRUPV XVXDOO\ YLHZ
LQQRYDWRUV ZLWK VXVSLFLRQ DQG PLVWUXVW ZKLOH YLOODJHV WKDW HQFRXUDJH FROOHFWLYH
GHFLVLRQPDNLQJ LQQRYDWRUV DUH HDJHU WR VKDUH WKHLU QHZ LGHDV DQG LQIOXHQFH WKH
RSLQLRQVRIRWKHUV

$QRWKHU LPSRUWDQW IDFWRU WR EH FRQVLGHUHG LV VHFXUH DFFHVV WR ODQG 6PXFNHU HW DO
 VWXG\LQJ ODQG WHQXUH DQG DGRSWLRQ RI DJULFXOWXUDO WHFKQRORJLHV LQ +DLWL
REVHUYHG WKDW LQIRUPDO DUUDQJHPHQWV EDVHG RQ WUDGLWLRQDO VRFLDO FDSLWDO UHVRXUFHV






7KH6/$ZDVYLHZHG WREHFRPSOH[DQG LQVXIILFLHQWO\G\QDPLF LQ WKHVHQVH WKDW LW
IDLOVWRFDSWXUHÄFKDQJH(?ERWKH[WHUQDODQGLQWHUQDOWRKRXVHKROGV(OOLV2QWKH
RWKHU KDQG +LQVKHOZRRG   ZDV RI WKH RSLQLRQ WKDW DQ HPSKDVLV RQ
LQVWLWXWLRQDO GHVLJQ DQG GLYHUVH FDSLWDOV KDV PDGH WKH 6/$ ÄPHUHO\ D FRQIXVHG
GLDJUDPDQGDZRUG\PDQXDO(?DQGQRWHGDOVRWKDWFRPPXQLW\ZRUNLVQRWFDSWXUHGLQ
WKHGLDJUDP7KHKROLVWLFDSSURDFKWROLYHOLKRRGV\VWHPVIRUPVSDUWRIWKHFRPSOH[LW\
IRXQG LQ WKH 6/$ (YHQ WKRXJK $VKOH\ DQG +XVVHLQ  IRXQG RXW WKDW WKH
IUDPHZRUN DWWHPSWV WR PDQDJH VXFK FRPSOH[LW\ E\ FUHDWLQJ ÄFDWHJRULHV(? ZLWKLQ
OLYHOLKRRGV WKH\ UHDOLVHG WKDW WKLV SRVHV WKH ULVN RI VLPSO\ DGGLQJ DQRWKHU OHYHO RI
DQDO\VLV ZLWK DUWLILFLDO GLVWLQFWLRQV DQG WRR PXFK FRPSOH[LW\ IRU XVH E\ SROLF\
PDNHUV

$PEURVH2ML  REVHUYHG WKDW ODQJXDJH DQG FRQFHSWV VXFK DV ÄFRSLQJ DQG
DGDSWDWLRQ(?ÄGLYHUVLILFDWLRQ(?ÄVRFLDOFDSLWDO(?DUHRSHQWRPLVXQGHUVWDQGLQJDQGQHHG
WR EH H[DPLQHG FDUHIXOO\ $PEURVH2ML ZDV RI WKH YLHZ WKDW UHVHDUFK RXWSXWV DQG
PDWHULDOV QHHG WR DYRLG OLYHOLKRRGV MDUJRQ VR WKDW WKHUH FRXOG EH LPSURYHG
XQGHUVWDQGLQJDQGFUHGLELOLW\WRUHVHDUFK$UFHDOVREHOLHYHGWKDWXVLQJZRUGV
OLNH FDSLWDOV LQ XQFULWLFDO HDVLO\ WUDQVIHUUHG ZD\V PD\ UHGXFH WKH DELOLW\ IRU ORFDO
SHRSOHWRDVVHUWWKHLURZQYDOXHVLQIUDPLQJGHYHORSPHQWSROLF\

$VKOH\ DQG +XVVHLQ  REVHUYHG WKDW HPSRZHUPHQW LVVXHV DUH QRW FOHDUO\
DGGUHVVHG LQ WKH IUDPHZRUN ,QFUHDVHG VNLOOV KXPDQ FDSLWDO VWURQJHU FRPPXQLW\




DVVHWV DQG VWUDWHJLHV RI VRFLDOO\ GLIIHUHQWLDWHG JURXSV WKHUHIRUH DGGLWLRQDO DWWHQWLRQ
PXVWEHJLYHQ WR WKH LPSOLFDWLRQRIJHQGHUHWKQLFLW\FODVVRURWKHU W\SHVRIVRFLDO
GLIIHUHQWLDWLRQ/XGLDQG6ODWHU

7KHUH ZHUH RWKHU YLHZV WKDW FXOWXUH DQG SROLWLFDO FDSLWDO VKRXOG EH DGGHG WR WKH
H[LVWLQJ ILYH FDSLWDO DVVHWV &XOWXUH LV FHQWUDOO\ LPSRUWDQW LQ SHRSOH(?V OLYHV FKRLFHV




DQG KLVWRULFDO H[SHULHQFH DUH WKH RWKHU FRQFHSWV WKDW ZHUH QRW LQFOXGHG LQ WKH
IUDPHZRUNHYHQWKRXJKWKH\KHOSWRVKDSHSHRSOH(?VOLYHOLKRRGVRSWLRQVDQGVWUDWHJLHV
LQFOXGLQJWHFKQRORJ\FKRLFHV$GDWRDQG0HLQ]HQ'LFN%DXPDQQDQG6XELU
 $VKOH\ DQG +XVVHLQ  7KHVH OLPLWDWLRQV FDQ EH DGGUHVVHG E\ XVLQJ WKH
6/)LQFRQMXQFWLRQZLWKFRQFHSWVGUDZQIURPRWKHUFRQFHSWXDOIUDPHZRUNVRUILHOGV
RI VWXG\ +RZHYHU %DXPDQQ DQG 6XELU  VXJJHVWHG WKDW SROLWLFDO FDSLWDO EH
JLYHQHTXDOVWDWXVZLWKRWKHUFDSLWDODVVHWVDQGLQDUHFHQWIUDPHZRUNGHYHORSHGE\
/XGL DQG 6ODWHU  SROLWLFDO FDSLWDO ZDV DGGHG DV D VL[WK DVVHW FKDQJLQJ WKH
DVVHWVSHQWDJRQWRDKH[DJRQ

2QH SRLQW RI YLHZ ZDV WKDW DVVHWV FDQQRW EH GLUHFWO\ FRPSDUHG LQ WKH 6/) WKXV
PDNLQJLWGLIILFXOWWRXVHWKHPWRHYDOXDWHOHYHOVRIVXFFHVV0DFTXHHQ(YHQ
WKRXJK PHDVXULQJ DVVHWV FRXOG EH GLIILFXOW %RQG DQG 0XNKHUMHH  DWWHPSWHG






7KH 6/$ KDV EHHQ IRXQG WR EH D YHU\ XVHIXO DQDO\WLFDO IUDPHZRUN IRU UHVHDUFK
$FFRUGLQJ WR &ODUNH DQG &DUQH\  WKH 6/$ SURYLGHG D ZD\ WR RUGHU
LQIRUPDWLRQDQGXQGHUVWDQGWKHQDWXUHRISRYHUW\DQGDOVRWKHOLQNVEHWZHHQGLIIHUHQW
DVSHFWVRISHRSOH(?VOLYHOLKRRGV,QWKLVZD\WKH\DVVLVWXVHUVWRXQGHUVWDQGFRPSOH[
DQG FKDQJLQJ VLWXDWLRQV &ODUNH DQG &DUQH\  LGHQWLILHG VRPH SDUWLFXODU DUHDV
ZKHUHWKH6/$KDVEHHQYHU\YDOXDEOH7KHVHLQFOXGH










GUDZLQJ LQ PXOWLSOH VWDNHKROGHUV DQG KHDGLQJ RII FRQIOLFW )RU H[DPSOH WKH &KDUV
/LYHOLKRRGV 3URJUDPPH LQ %DQJODGHVK KDV GHYHORSHG D YHU\ VXFFHVVIXO ZRUNLQJ
UHODWLRQVKLS ZLWK ORFDO JRYHUQPHQW DQG GLVWULFWOHYHO SURYLGHUV RI VHUYLFHV ZLWKRXW
KDYLQJDQ\UHODWLRQVKLSZLWKWKHOLQHPLQLVWULHVWRZKLFKWKHVHSURYLGHUVDUHDWWDFKHG
















VKRFNV )RU H[DPSOH WKH ,5'3 3URMHFW LQ (WKLRSLD ZDV IRXQG WR EH VXFFHVVIXO LQ
LPSURYLQJWKHOLYHOLKRRGVRIWKHWDUJHWFRPPXQLW\PHPEHUVDQGLQHQVXULQJWKDWWKH
PDMRULW\ RI WDUJHW KRXVHKROGV ZHUH DEOH WR PDLQWDLQ WKHLU VWDWXV TXR DJDLQVW WKH
VHYHULW\RIWKHGURXJKW2[IDP&DQDGD5(676LPLODUO\LQFUHDVHGUHVLOLHQFH
DQGFDSDFLW\WRFRSHZLWKVKRFNVZHUHREVHUYHGZLWK:,13URMHFWGXULQJWKHLQWHUQDO




7KH FDVH VWXGLHV DOVR IRXQG WKDW WKHUH ZDV ORQJWHUP HQYLURQPHQWDO VXVWDLQDELOLW\




ZDV REVHUYHG WKDW WKHUH ZHUH KLJK UDWHV RI ORDQ UHSD\PHQWV PDGH E\ FRPPXQLW\






&DUQH\  LQGLFDWHG WKDW WKH 6/$ ZDV DOZD\V FRQWURYHUVLDO ZLWKLQ WKH '),'
(YHQ WKRXJK PDQ\ SDUWQHU RUJDQLVDWLRQV UHVSRQGHG WR WKH XVH RI 6/$ ZLWK PXFK
HQWKXVLDVPUHVLVWDQFHZLWKLQWKH'),'UHPDLQHGVWURQJ$SDUWLFXODUFRQFHUQLQWKH
'),' ZDV ZKHWKHU WKH 6/$ FRXOG FRQWULEXWH WR KLJKHU OHYHO SROLF\ GLDORJXH DQG
IRUPXODWLRQ QRWDEO\ WKH ILUVW JHQHUDWLRQ RI 3RYHUW\ 5HGXFWLRQ 6WUDWHJ\ 3DSHUV
)ROORZLQJSHUVRQQHOFKDQJHVDQGUHVWUXFWXULQJLQDWWHQWLRQZDVVKLIWHGWR
VHFXULQJWUDQVIRUPDWLRQDWQDWLRQDOVFDOHDQGSURYLGLQJJUHDWHUVXSSRUWIRUGRPHVWLF
SURFHVVHV +RZHYHU WKH 6/$ KDV QRW FRPSOHWHO\ GLHG ZLWKLQ '),' WKRXJK LW ZDV
FOHDUWKDWWKHVXVWDLQDELOLW\DVSHFWHVSHFLDOO\HQYLURQPHQWDOVXVWDLQDELOLW\KDVODUJHO\
IDOOHQ IURP YLHZ 7R PDNH SURJUHVV ZLWK WKH 6/$ &ODUN DQG &DUQH\ 






GHYHORSPHQWZHUH IRXQGQRW WRKDYHHOLPLQDWHGSRYHUW\ DPRQJ WKH UXUDOSRRU7KH
6/$ZDVDOVR DGRSWHG LQ WKHV LQDQDWWHPSW WRHOLPLQDWHSRYHUW\'HVSLWH WKH
IDFW WKDW WKH 6/$ KDV EHHQ IRXQG WR EH D YHU\ XVHIXO DQDO\WLFDO IUDPHZRUN IRU
UHVHDUFK KHOSHG WR EXLOG FURVVVHFWRUDO DQG FURVV LQVWLWXWLRQDO GLDORJXH UHGXFH
SRYHUW\ DQGHQKDQFHG UHVLOLHQFH DQG ORQJ WHUPVXVWDLQDELOLW\ DVSRVLWLYH LPSDFWVRI
WKH UXUDO SRRU LW ZDQHG LQ WKH '),' )ROORZLQJ WKH UHVWUXFWXULQJ LQ 
DWWHQWLRQ ZDV VKLIWHG WR VHFXULQJ WUDQVIRUPDWLRQ DW QDWLRQDO VFDOH DQG SURYLGLQJ
JUHDWHUVXSSRUWIRUGRPHVWLFSURFHVVHV7RPDNHSURJUHVVZLWKWKH6/$LWKDVEHHQ







WKH LVVXH RI HPSRZHUPHQW 'XULQJ SUHOLPLQDU\ GLVFXVVLRQV ZLWK WKH IDUPHUV DQG
SURFHVVRUVSDUWLFLSDWRU\PHWKRGVZHUHXVHGVR WKDW WKH\ZHUHDEOH WR LGHQWLI\ WKHLU
SUREOHPV DQG VXJJHVWHG VROXWLRQV ZKLFK OHG WR WKH XSJUDGLQJ H[HUFLVH ,Q
























LV UHJDUGHG DV D YDOXH FKDLQ $ YDOXH FKDLQ KDV EHHQ GHILQHG DV ³WKH IXOO UDQJH RI
DFWLYLWLHVZKLFKDUHUHTXLUHGWREULQJDSURGXFWRUVHUYLFHIURPFRQFHSWLRQWKURXJK
WKH LQWHUPHGLDU\ SKDVHV RI SURGXFWLRQ LQYROYLQJ D FRPELQDWLRQ RI SK\VLFDO
WUDQVIRUPDWLRQ DQG WKH LPSDFW RI YDULRXV SURGXFHU VHUYLFHV GHOLYHU\ WR ILQDO
FRQVXPHUVDQGILQDOGLVSRVDODIWHUXVH´.DSOLQVN\DQG0RUULV

,Q WKH YDOXH FKDLQ OLWHUDWXUH WKHUH DUH VR PDQ\ FRQFHSWV ZLWK VLPLODU LGHDV %DLU
 LQGLFDWHG WKDW +RSNLQV DQG :DOOHUVWHLQ  LQLWLDOO\ XVHG WKH WHUP
FRPPRGLW\ FKDLQV WRGHVFULEH WKH FRPSOH[SURFHVVHV LQYROYHG LQ WKHSURGXFWLRQRI
DQ\ FRQVXPDEOH LWHP LQYROYLQJ WKH UDZ PDWHULDOV WKHLU WUDQVIRUPDWLRQ
WUDQVSRUWDWLRQ ODERXU SXW LQWR SURGXFWLRQ DQG WKH ILQDO SURGXFW $FFRUGLQJ WR %DLU
ODWHUDQDUWLFOHE\:DOOHUVWHLQDQG+RSNLQVGHILQHGFRPPRGLW\FKDLQ
ZLWKJUHDWHUSUHFLVLRQDV ÄDQHWZRUNRI ODERXU DQGSURGXFWLRQSURFHVVHVZKRVH HQG
UHVXOW LV D ILQLVKHG FRPPRGLW\ 6WXUJHRQ  H[SODLQHG WKDW DV D PRUH G\QDPLF
YLHZ ZDV DGRSWHG WR FKDLQ JRYHUQDQFH WKH WHUP ÄFRPPRGLW\(?ZDV UHSODFHG ZLWK
ÄYDOXH(? EHFDXVH RI SRSXODU FRQQRWDWLRQV RI WKH ZRUG ÄFRPPRGLW\(? ZLWK













 7KH ILOLqUH WUDGLWLRQ ZDV GHYHORSHG E\ )UHQFK UHVHDUFKHUV DW WKH ,QVWLWXW
1DWLRQDOH GH OD 5HFKHUFKH $JURQRPLTXH ,15$ DQG WKH &HQWUH ,QWHUQDWLRQDOH HQ
5HFKHUFKH $JURQLPLTXH SRXU OH 'HYHORSSPHQW &,5$' DV DQ DQDO\WLFDO WRRO IRU
HPSLULFDO DJULFXOWXUDO UHVHDUFK ,W ZDV XVHG DV D WHFKQLTXH DSSOLHG WR DQDO\VLQJ
H[LVWLQJPDUNHWLQJFKDLQVIRUDJULFXOWXUDOFRPPRGLWLHV.DSOLQVN\

$QRWKHU VRXUFH RI SURPLQHQFH RI WKH YDOXH FKDLQ DV DQ DQDO\WLFDO WRRO FDPH IURP
0LFKDHO3RUWHU LQ WKHPLGV 3RUWHU  LGHQWLILHG WZRNH\ LVVXHV WKDWZHUH
QHFHVVDU\WRLQFOXGHLQWKHPRGHUQYDOXHFKDLQDQDO\VLV
L 7KH YDULRXV DFWLYLWLHV ZKLFK ZHUH SHUIRUPHG DW SDUWLFXODU OLQNV LQ WKH FKDLQ
VXFKDVLQERXQGORJLVWLFVRSHUDWLRQVRXWERXQGORJLVWLFVPDUNHWLQJDQGVDOHV
DQGDIWHUVDOHVVHUYLFH
LL 7KH VXSSRUW VHUYLFHV WKH ILUP RUJDQLVHV WR DFFRPSOLVK WKLV WDVN 7KHVH DUH
VWUDWHJLFSODQQLQJKXPDQUHVRXUFHPDQDJHPHQWWHFKQRORJ\GHYHORSPHQWDQG
SURFXUHPHQW
6HSDUDWHO\ LGHQWLI\LQJ WKHVH YDULRXV IXQFWLRQV GUDZV DWWHQWLRQ DZD\ IURP DQ
H[FOXVLYH IRFXVRQSK\VLFDO WUDQVIRUPDWLRQ+DUPRQL]LQJ WKH LQWUDOLQN IXQFWLRQV LQ
WKH FRQFHSW RI WKH PXOWLOLQNHG YDOXH FKDLQ LWVHOI 3RUWHU  UHIHUUHG WR WKH
FRQFHSWDVDYDOXHV\VWHPZKLFKEDVLFDOO\H[WHQGVKLVLGHDRIDYDOXHFKDLQ











 VRPH UHVHDUFKHUV DUJXHG WKDW LW ZRXOG EH XVHIXO WR DJUHH XSRQ D FRPPRQ
WHUPLQRORJ\RIÄYDOXHFKDLQDQDO\VLV(?DVDZD\RISURPRWLQJDUHVHDUFKFRPPXQLW\RI
VFKRODUV VWXG\LQJ SURGXFWLRQ QHWZRUNV LQ WKH JOREDO HFRQRP\ 7KH YDOXH FKDLQ
FRQFHSWZDVDGRSWHGRYHUVHYHUDOZLGHO\XVHGDOWHUQDWLYHVEHFDXVHLWZDVSHUFHLYHG







RI WKH ZRUOG(?VUXUDO SRRU GHSHQG RQ DJULFXOWXUH IRU WKHLU OLYHOLKRRGV :RUOG %DQN
 DQG WKDW DJULFXOWXUDO JURZWK LV PRUH HIIHFWLYH IRU SRYHUW\ UHGXFWLRQ WKDQ
JURZWKRIPLQLQJPDQXIDFWXULQJRUVHUYLFHV LQ WKHGHYHORSLQJFRXQWULHV (DVWZRRG
DQG /LSWRQ  $JULFXOWXUDO SURGXFWLRQ DQG PDUNHWLQJ VWURQJO\ GHSHQG XSRQ
NQRZOHGJH KXPDQ FDSLWDO DQG FRPSHWLWLYHQHVV LQ PDLQWDLQLQJ H[SDQGLQJ PDUNHWV
7KLVFDQEHPDGHSRVVLEOHZKHQDOOWKHKLJKO\IUDJPHQWHGSURGXFWLRQDQGPDUNHWLQJ
UHODWLRQVDUHLGHQWLILHGDQGOLQNDJHVHVWDEOLVKHG$GRSWLRQRIDYDOXHFKDLQDSSURDFK





2QHPDMRUSUREOHP WKDW WKHDJULFXOWXUDO VHFWRU LQGHYHORSLQJFRXQWULHV IDFHV LV ORZ
FRPSHWLWLYHQHVV LQ WKH GRPHVWLF UHJLRQDO DQG LQWHUQDWLRQDO PDUNHWV +XPSKUH\
LGHQWLILHGWKUHHPDMRUFKDOOHQJHVWKDWPXVWEHRYHUFRPHLQRUGHUWRPHHWWKH
PDUNHWUHTXLUHPHQWVIRUDJULFXOWXUDOSURGXFWV7KHVHDUH
L 6WDQGDUGV LQ WKH JOREDO DJULFXOWXUDO WUDGH PXVW EH VDWLVILHG DV IRRG VDIHW\




EHFDXVHRIDVKLIW IURPSURGXFWVWDQGDUGV WRZDUGVFRQWUROVRYHU WKHZD\ WKH
SURGXFWVDUHJURZQKDUYHVWHGSURFHVVHGDQGWUDQVSRUWHG
LL 6RPHRI WKHPRVWG\QDPLF VHFWRUV LQ DJULFXOWXUDO WUDGHKDYH WR VDWLVI\ VXFK
UHTXLUHPHQWV DV ODUJHYROXPH VXSSO\ VSHHG DQG UHOLDELOLW\ RI GHOLYHU\
FXVWRPL]DWLRQRISURGXFWV WKURXJKSURFHVVLQJDQGSDFNDJLQJDQG JXDUDQWHHV
DERXWSURGXFWVDIHW\
LLL 7KHUH DUH RSSRUWXQLWLHV IRU SURGXFW GLIIHUHQWLDWLRQ VWUDWHJLHV LQ VRPH RI WKH
VHFWRUV HJ WHD DQG FRIIHH 6WUDWHJLHV IRU DGGLQJ YDOXH WR VXFK SURGXFWV
LQYROYH FHUWLILFDWLRQRU FORVHU OLQNVZLWK WUDGHUVSURFHVVRUVRU UHWDLOHUV7KH
SURFHVV RI DGGLQJ YDOXH UHTXLUHV WKDW WKH LGHQWLW\ DQG GLVWLQFWLYHQHVV RI WKH
SURGXFWLVHVWDEOLVKHGDWWKHSRLQWRIRULJLQDQGPDLQWDLQHGDVLWPRYHVDORQJ
WKHYDOXHFKDLQ










FKDLQ WR WKH FRQVXPHUV +RZHYHU LQ GHYHORSLQJ PDUNHW PDSV $OEX DQG *ULIILWK
 UHYHUVHG WKLV IORZ WRDOORZ LQFRPH WR IORZIURPPDUNHWVDORQJ WKHFKDLQ WR
SULPDU\ SURGXFHUV 7KH IORZ ZDV LQWURGXFHG FRQVFLRXVO\ WR SURPRWH D GHPDQGOHG
SHUVSHFWLYHDQGVXJJHVWVKRZDJUHDWHUVKDUHRIVD\XUEDQH[SHQGLWXUHRQDSURGXFW
PD\UHDFKWKHIDUPHUV,QWKHFKDLQGHYHORSHGE\.DSOLQVN\DQG0RULVFKDLQ
DFWRUV DQG VHUYLFH SURYLGHUV ZHUH FOHDUO\ VKRZQ ZLWKRXW DQ HQDEOLQJ HQYLURQPHQW
ZKLFKLVIRXQGLQWKHFKDLQGHYHORSHGE\$OEXDQG*ULIILWK7KHWZRFKDLQV
ZHUHWKHUHIRUHDGDSWHGWRLQYROYHDQHQDEOLQJHQYLURQPHQWDQGWKHIORZRIJRRGVDQG
VHUYLFHV IURP SULPDU\ SURGXFHUV WR FRQVXPHUV 8QGHUVWDQGLQJ WKH FRQWULEXWLRQ RI
HDFK DFWRU LQ WKHFKDLQ KHOSV WR LGHQWLI\ LQHIILFLHQFLHV XQIDLUQHVV DQG ORVVHVZKLFK















































FKDLQ )RU D VLPSOH FDVVDYD YDOXH FKDLQ )LJ  WKH DFWRUV PD\ LQFOXGH FDVVDYD
SURGXFHUV LQGLYLGXDO DQG YLOODJH SURFHVVLQJ XQLWV LQWHUPHGLDU\ SURFHVVRUV
GLVWULEXWRUV H[SRUWHUV DQG WKH ILQDO FRQVXPHU .OHLK HW DO  2QXPDK HW DO
 ,Q WKLV YDOXH FKDLQ WKH SURGXFHUV FRPELQH LQSXWV VXFK DV SODQWLQJ PDWHULDO
ODERXU ODQG PDQXUHV WR SURGXFH FDVVDYD URRWV 7KH URRWV DUH HLWKHU VROG WR
PLGGOHPHQZKRWUDQVSRUWWKHPWRSURFHVVRUVRUFRQVXPHUVRUDUHVROGWRFRQVXPHUV
GLUHFW 9DOXH LV DGGHG E\ SURFHVVRUV ZKR FRQYHUW WKH FDVVDYD URRWV WR FRQVXPDEOH
SURGXFWVVXFKDVIXIXDQGDJEHOLPDRUVKHOIVWDEOHSURGXFWVVXFKDVJDULNRNRQWHDQG
FDVVDYD IORXU 0DUNHW ZRPHQ DOVR DGG YDOXH E\ SURYLGLQJ VHUYLFHV LQ EX\LQJ DQG
VHOOLQJ WKH SURGXFWV )RU H[DPSOH ZKHQ JDUL LV ERXJKW IURP WKH SURFHVVRU PRUH
VLHYLQJ LV GRQH DQG WKHUH LV DOVR EDJJLQJ WR LPSURYH WKH TXDOLW\ IRU PDUNHWV 7R


SURGXFHUV DQG SURFHVVRUV YDOXH DGGLWLRQ LV H[SHFWHG WR LPSURYH LQFRPHV WKURXJK
LPSURYHG PDUNHW DFFHVV DQG LPSURYHG SURGXFW DQG DFFHVV WR PRUH UHOLDEOH DQG
LPSURYHG UDZ PDWHULDOV 7R WKH FRQVXPHUV LW LV D EHWWHU YDOXH IRU PRQH\ WKURXJK
ZLGHUFKRLFHRIEHWWHUSURGXFWVDQGKHDOWKLHUIRRGDWDIIRUGDEOHSULFHV:LOO

$ VHFRQG FRPSRQHQW RI WKH FKDLQ LV WKH SHRSOH ZKR SURYLGH VHUYLFHV WR WKH PDLQ
DFWRUV 7KH VHUYLFHV PD\ LQFOXGH FUHGLW SURYLVLRQ E\ IRUPDO DQG LQIRUPDO ILQDQFLDO




DO  QRWHG WKDW DSDUW IURP FRQYHQWLRQDO JRYHUQPHQW H[WHQVLRQ VHUYLFHV DQG
SULYDWHIHHEDVHGVHUYLFHVRULQSXWSURYLGHUVWKHUHDUHDOVRHPEHGGHGVHUYLFHVZLWKLQ




7KH WKLUG FRPSRQHQW RI WKH FKDLQ LV DQ HQDEOLQJ HQYLURQPHQW ZKLFK DFFRUGLQJ WR
+HOOLQHWDOLQFOXGHVVWUXFWXUHVVXFKDVJOREDOQDWLRQDODQGORFDODXWKRULWLHV
UHVHDUFK DQG LQVWLWXWLRQV SROLFLHV UHJXODWLRQV DQG SUDFWLFHV $W WKH JOREDO OHYHO
WKHUHFRXOGEHPXOWLDQGELODWHUDOWUDGHDJUHHPHQWVDQGZRUOGZLGHVWDQGDUGV.XODHW
DO  IRU H[DPSOH WKH :RUOG 7UDGH 2UJDQLVDWLRQ :72 RU GHYHORSPHQW
SDUWQHUVJLYLQJILQDQFLDODVVLVWDQFHWRSRRUHUFRXQWULHVHJ,)$'VSRQVRUHGFDVVDYD
LQLWLDWLYHV LQ *KDQD $W QDWLRQDO DQG ORFDO OHYHOV WKHUH DUH UHJXODWRU\ ERGLHV HJ
7KH *KDQD 6WDQGDUGV %RDUG ^*6%` )RRG DQG 'UXJV %RDUG ^)'%` 5HVHDUFK
,QVWLWXWLRQV )5,&5, DQG0LQLVWU\RI7UDGHDQG ,QGXVWU\ 027, DQG 02)$ $
VWXG\RIWKHHQDEOLQJHQYLURQPHQWKHOSVWRXQGHUVWDQGWKHWUHQGVWKDWDIIHFWWKHYDOXH









 7KXV RUJDQLVDWLRQ RI SURGXFWLRQ WUDGH DQG FRQVXPSWLRQ RI DQ\ FRPPRGLW\
FRXOG EH EHHQ IRXQG LQ GLIIHUHQW SDUWV RI WKH ZRUOG $FFRUGLQJ WR 02$3 
JOREDOL]DWLRQ DOORZV ILUPV WR JHW LQIRUPDWLRQ DERXW VRXUFHV RI LQSXWV PDUNHW
RSSRUWXQLWLHV DQG WHFKQRORJ\ WKDW FDQ KHOS SURGXFHUV WR PHHW WKH GHPDQGV RI WKH
PDUNHWFUHDWLQJRSSRUWXQLWLHVIRUGHYHORSLQJDYDOXHFKDLQ*OREDOL]DWLRQKDVOHGWR
FRPSHWLWLYHQHVVRQDZRUOGZLGHVFDOHDVLWLVGULYHQE\LQWHUQDWLRQDOWUDGHXUJHGRQ
E\ PDUNHW OLEHUDOLVDWLRQ DQG DLGHG E\ WHFKQRORJ\ ,QLWLDOO\ LQGXVWULHV FRPSHWHG




JDSV WKDW H[LVW LQ PDQ\ PDUNHWV DQG LPSURYH WKHLU PDUNHW DFFHVV (&$ 
WKHUHIRUHFDOOHGIRUDSURDFWLYHDSSURDFKWRFRQQHFWVXFKVPDOOKROGHUSURGXFHUVZKR
IRUP WKH PDMRULW\ RI IDUPHUV LQ $IULFD WR FRQVXPHUV ZKR PD\ LQFOXGH SURFHVVLQJ
ILUPV ZKROHVDOHUV UHWDLOHUV RU LQGLYLGXDOV DW KRPH DQG DEURDG +RZHYHU PDUNHW
OLEHUDOLVDWLRQZKLFKLVDNH\LQJUHGLHQWLQJOREDOL]DWLRQPDNHV$IULFDQSURGXFWVPRUH
RSHQWRFRPSHWLWLRQDQGYRODWLOLW\EHFDXVHIRUHLJQJRRGVDQGVHUYLFHVDOVRKDYHIUHH






SURGXFWV KDV OHG WR LQFUHDVHG FRPSHWLWLRQ ZKLFK KDV UHVXOWHG LQ ORZHU UHWXUQV IRU
DFWRUV LQ$IULFDQDJULFXOWXUH DV WKH\ ODJEHKLQG WKHLU FRPSHWLWRUV LQ LQQRYDWLRQDQG
WKHDELOLW\WRVHWWKHLUSURGXFWVDSDUW7KLVKDVEHHQVHHQLQWKHDFFHOHUDWHG\HDUURXQG







7KH SURSRQHQWV RI JOREDOL]DWLRQ DFFRUGLQJ WR .DSOLQVN\ DQG 0RUULV  KDYH
LQGLFDWHGWKDWSRRUFRXQWULHVZLWKRSHQHFRQRPLHVKDYHHQMR\HGKLJKHUWKDQDYHUDJH
JURZWKUDWHV$VZLWK WKH&KLQHVHHFRQRP\ZKLFKJUHZDWDQDQQXDO UDWHRI
GXULQJ WKH V DQG  GXULQJ WKH ILUVW KDOI RI WKH V D ODUJH QXPEHU RI
SHRSOH KDYH JDLQHG WKURXJK WKLV JURZWK $OVR JOREDOL]DWLRQ OLQNHG WR WUDGH
OLEHUDOL]DWLRQLVRSHQLQJXSVRPDQ\RSSRUWXQLWLHVIRUGHYHORSLQJFRXQWULHV0DQ\RI
WKH ZRUOG(?V SRSXODWLRQ KDYH H[SHULHQFHG VLJQLILFDQW LPSURYHPHQWV LQ OLYLQJ
VWDQGDUGV .DSOLQVN\ DQG 0RUULV  REVHUYHG WKDW E\  WKHUH ZHUH 
PLOOLRQ PRUH SHRSOH OLYLQJ DERYH WKH DEVROXWH SRYHUW\ OLQH WKDQ LQ  7KLV
DFFRUGLQJWRWKHPUHSUHVHQWVDPDMRUDGYDQFHLQKXPDQZHOIDUH+RZHYHU*HUHIIL
HW DO  REVHUYHG WKDW JDLQV IURP JOREDOL]DWLRQ DUH YHU\ XQHYHQO\ GLVWULEXWHG
ZLWKLQ DV ZHOO DV EHWZHHQ VRFLHWLHV :KLOH WKH WRWDO SURSRUWLRQ RI WUDGH HPDQDWLQJ
IURPGHYHORSLQJFRXQWULHVKDVJURZQPDVVLYHO\&KLQDDQGDIHZRLOSURGXFLQJVWDWHV
DFFRXQW IRU WKH OLRQ(?V VKDUH RI WKLV WRWDO DQG WKH  /HDVW 'HYHORSHG &RXQWULHV
DFFRXQW IRU MXVW  RI GHYHORSLQJFRXQWU\ H[SRUWV DQG  RI JOREDO H[SRUWV
86$,'  6WUHHWHQ  SRLQWHG RXW WKDW LQ KLJK LQFRPH HFRQRPLHV LQ
JHQHUDOLQFRPHGLVWULEXWLRQKDVWHQGHGWREHFRPHPRUHXQHTXDOZKLOH:RRG
REVHUYHG DQ LQFUHDVH LQ LQHTXDOLW\ EHWZHHQ VNLOOHG DQG XQVNLOOHG ZDJH HDUQHUV LQ
/DWLQ$PHULFDDQGLQWKHLQGXVWULDOO\DGYDQFHGFRXQWULHVDOVR

7KHUH DUH ORVHUVDQGZLQQHUV LQ WKHJOREDOLVDWLRQSURFHVV6DUSRQJ REVHUYHG
WKDW HYHQ WKRXJK VPDOOKROGHU IDUPHUV DQG LQGXVWULHV HQJDJHG LQ LPSRUW VXEVWLWXWLQJ
DFWLYLWLHVVXFKDVULFHDQGSRXOWU\IDUPLQJKDYHVXIIHUHGWKHHIIHFWRIJOREDOL]DWLRQ
LQ*KDQDDVWKH\KDYHWRIDFHFKHDSLPSRUWVIURPWKH(8DQG$VLDWUDGLWLRQDOH[SRUW
FURS VPDOOKROGHUV LQ FRFRD FRIIHH DQG VKHDQXW FROOHFWLRQ KDYH JDLQHG ZLWK
DGMXVWPHQWV LQ H[FKDQJH UDWHV DQG UHGXFWLRQ LQ H[SOLFLW JRYHUQPHQW WD[HV RQ WKHVH
H[SRUWFRPPRGLWLHV

7KH RSSRQHQWV RI JOREDOL]DWLRQ EHOLHYH WKDW QRW HYHU\ERG\ KDV JDLQHG IURP LW
&DVXDOWLHVLQFOXGHWKRVHZKRKDYHEHHQH[FOXGHGIURPJOREDOL]DWLRQWKRVHZKRKDYH




x 7KH FUHDWLRQ RI DQ LQWHUQDWLRQDO IUHH PDUNHW KDV EHQHILWHG PXOWLQDWLRQDO
FRUSRUDWLRQV LQ WKH :HVWHUQ :RUOG DW WKH H[SHQVH RI ORFDO HQWHUSULVHV ORFDO
FXOWXUHVDQGWKHSRRU
x ,QGXVWULHV DQG ILUPVZLWK OLWWOH LQQRYDWLRQ ILQG LW KDUGHU WRJHQHUDWHSRVLWLYH
UHWXUQVLQXQGLIIHUHQWLDWHGSURGXFWPDUNHWV
x :KHUH ILUPV DUH GLVFRQQHFWHG FRPSHWLQJ UDWKHU WKDQ FRRSHUDWLQJ WKH\ DUH
XQDEOH WR FRQWHQGZLWK OLQNHGHQWHUSULVH WKDWJHQHUDWHFROOHFWLYHHIILFLHQFLHV
DQGRUYHUWLFDOO\LQWHJUDWHGILUPV

*OREDOL]DWLRQ DFFRUGLQJ WR 'LFNHQ  LPSOLHV IXQFWLRQDO LQWHJUDWLRQ EHWZHHQ
LQWHUQDWLRQDOO\GLVSHUVHGDFWLYLWLHVDQG*HUHIILHWDOREVHUYHGWKDWLIWKLVZHUH
WUXH WKHQ WKH YDOXH FKDLQ SHUVSHFWLYH LV DQ HIIHFWLYH PHDQV RI FRQFHSWXDOL]LQJ WKH
IRUPV WKDW WKLV LQWHJUDWLRQ WDNHV 7KLV LV EHFDXVH WKH YDOXH FKDLQ VKLIWV IRFXV IURP
SURGXFWLRQDORQHWRDUDQJHRIDFWLYLWLHVIURPGHVLJQWRPDUNHWLQJ7KXVLWFDQKHOSWR
DQVZHUTXHVWLRQVDERXWWKHZLQQHUVDQGORVHUVLQWKHJOREDOL]DWLRQSURFHVVKRZDQG










SURGXFWLRQ ORJLVWLFV DQG PDUNHWLQJ V\VWHPV WKHUHE\ FUHDWLQJ JRYHUQDQFH V\VWHPV










WKH EX\HUV +RZHYHU WKH OHYHOV RI GHWDLOV RI HDFK FDQ YDU\ $V EX\HUV SXUVXH D
VWUDWHJ\RISURGXFWGLIIHUHQWLDWLRQWKURXJKGHVLJQDQGEUDQGLQJWKHUHDULVHVWKHQHHG






+XPSKUH\  *RYHUQDQFH RI WKH IUHVK YHJHWDEOHV FKDLQ KDV OHG WR D GHFLVLYH
WUDQVIRUPDWLRQ LQ WKHVWUXFWXUHRI WKH WUDGHDQGSDUWLFLSDWLQJILUPV6LPLODUO\ LQ WKH
+4&)YDOXHFKDLQLQ*KDQD)HHGDQG)ORXU*KDQD/LPLWHG))*/ZKLFKEX\VJULWV





60(PLJKWPDNHDSURGXFWDFFRUGLQJ WR LWVRZQHVWLPDWLRQVRI WKHPDUNHWGHPDQG
XVLQJ D GHVLJQ WKDW KDV QR UHIHUHQFH WR DQ\ SDUWLFXODU FXVWRPHU DQG XVLQJ LWV RZQ
SURFHVVHV 7KH GHFLVLRQ FDQ DOVR EH WDNHQ E\ WKH SURGXFHU DQG EX\HU ZKHQ WKH
SURGXFW LV VFKHGXOHG DFFRUGLQJ WR ÄPDNHWRRUGHU(? UDWKHU WKDQ ÄPDNHWRIRUHFDVW(?
+XPSKUH\DQG6FKPLW]7KLVZDVREVHUYHGLQWKHFDVHRI&KLQDLQFUHDVLQJ
WKH LPSRUWV RI FDVVDYD FKLSV IURP 7KDLODQG IURP  07 LQ  WR  07 LQ
6ULURWKHWDO

$V PXFK DV SRVVLEOH SDUDPHWHUV VHW PXVW EH PRQLWRUHG DQG HQIRUFHG LQ FKDLQ
JRYHUQDQFH 5HIHUULQJ WR JRYHUQDQFH RI IUHVK YHJHWDEOHV FKDLQ OLQNLQJ .HQ\DQ
SURGXFHUV ZLWK 8. VXSHUPDUNHWV +XPSKUH\  LQGLFDWHG WKDW WKH PRQLWRULQJ




LQ WKH FKDLQ )LUVW LV WKH LQFUHDVLQJ XVH RI SURGXFW GLIIHUHQWLDWLRQ VWUDWHJLHV LQ
GHYHORSHG FRXQWULHV 7KLV LPSOLHV WKDW UHWDLOHUV GHULYH FRPSHWLWLYH DGYDQWDJH IURP


VHOOLQJ QRQVWDQGDUG SURGXFWV WKDW DUH QRW JHQHUDOO\ DYDLODEOH LQ WKH PDUNHW
FRPSHWLQJ RQ SULFH UHOLDELOLW\ DQG SURGXFW YDULHW\ SURGXFW TXDOLW\ DQG VSHHG RI
LQQRYDWLRQ 6HFRQGO\ JRYHUQDQFH UHTXLUHPHQWV LQFUHDVH ZKHQ GHYHORSLQJ FRXQWU\
SURGXFHUVKDYHGLIILFXOW\LQPHHWLQJWKHUHTXLUHPHQWVRIGHYHORSHGFRXQWU\PDUNHWV
$FFRUGLQJ WR'RODQDQG+XPSKUH\ WKHQHHGIRUJRYHUQDQFH LV UHLQIRUFHG LQ
FHUWDLQ PDUNHWV E\ LQFUHDVHG FRQFHUQ IRU ODERXU HQYLURQPHQW DQG SURGXFW VDIHW\




7ZR W\SHVRIJRYHUQDQFHZHUH LGHQWLILHG E\*HUHIIL DV WKH3URGXFHU'ULYHQ
&RPPRGLW\&KDLQ3'&&DQGWKH%X\HU'ULYHQ&RPPRGLW\&KDLQ%'&&3'&&
UHIHUV WR WKRVH LQGXVWULHV LQ ZKLFK ODUJH XVXDOO\ WUDQVQDWLRQDO PDQXIDFWXUHUV SOD\
FHQWUDO UROHV LQ FRRUGLQDWLQJ SURGXFWLRQ QHWZRUNV LQFOXGLQJ EDFNZDUG DQG IRUZDUG









JRRGV LQGXVWULHV VXFK DV JDUPHQWV IRRWZHDU DQG WR\V +RZHYHU 'RODQ DQG
+XPSKUH\  DSSOLHG WKH WHUP EX\HUGULYHQ ZKHQ DQDO\VLQJ WKH LPSDFW RI 8.
VXSHUPDUNHWV RQ WKH $IULFDQ KRUWLFXOWXUDO LQGXVWU\ ZKHUH WKH 8. VXSHUPDUNHWV DV
EX\HUVZHUHFOHDUO\GULYLQJWKHEXVLQHVV6LPLODUO\7XDQDQG&XQDREVHUYHG
WKDW PDUNHWV IRU FDVVDYDEDVHG SURGXFWV DUH EX\HUGULYHQ DQG SULFH VLJQDOV FRPH
IURP WKH ZRUOG PDUNHWV WR FDVVDYD SURGXFHUV DQG WKDW GHPDQG IRU VWDUFK DQG RWKHU
FDVVDYDEDVHGSURGXFWVLVYHU\KLJKKHQFHWKHLUSULFHVDUHYHU\KLJKLQKLJKLQFRPH
FRXQWULHV \HW WKH WHFKQLFDO VSHFLILFDWLRQV DQG FRPSHWLWLRQ RI RWKHU VWDUFK SURGXFWV
PDNHLWGLIILFXOWIRU9LHWQDPHVHSURGXFWVWRDFFHVVWKRVHPDUNHWV3RQWHDOVR
REVHUYHG WKDW WKH SRVW ,QWHUQDWLRQDO &RIIHH $JUHHPHQW UHJLPH LQ (DVW $IULFD
H[KLELWHG PDQ\ RI WKH FKDUDFWHULVWLFV RI WKH EX\HUGULYHQ FKDLQ 7KLV LV EHFDXVH


VWUDWHJLF FKRLFHV PDGH E\ URDVWHUV KDYH VKDSHG EDUULHUV WR HQWU\ QRW RQO\ LQ WKH
URDVWHUVHJPHQWRIWKHFKDLQEXWDOVRLQRWKHUVHJPHQWVXSVWUHDPDQGWKXVODEHOOHGLW
ÄURDVWHUGULYHQ(? FKDLQ *HUHIIL  LQGLFDWHG WKDW HDFK RI WKH GLIIHUHQW W\SHV RI




































WKH *OREDO &RPPRGLW\ &KDLQ DQDO\VLV 6LPLODU FULWLFLVPV ZHUH PDGH E\ *HOOHUW

















D FXVWRPHU(?V VSHFLILFDWLRQV ZKLFK PD\ EH PRUH RU OHVV GHWDLOHG +RZHYHU ZKHQ
SURYLGLQJ ÄWXUQNH\ VHUYLFHV(? VXSSOLHUV WDNH IXOO UHVSRQVLELOLW\ IRU FRPSHWHQFLHV
VXUURXQGLQJ SURFHVV WHFKQRORJ\ XVH JHQHULF PDFKLQHU\ WKDW OLPLWV WUDQVDFWLRQ
VSHFLILF LQYHVWPHQWV DQG PDNH FDSLWDO RXWOD\V IRU FRPSRQHQWV DQG PDWHULDOV RQ
EHKDOIRIFXVWRPHUV

5HODWLRQDO YDOXH FKDLQV ,Q WKHVH QHWZRUNV ZH VHH FRPSOH[ LQWHUDFWLRQV EHWZHHQ
EX\HUV DQG VHOOHUV ZKLFK RIWHQ FUHDWH PXWXDO GHSHQGHQFH DQG KLJK OHYHOV RI DVVHW
VSHFLILFLW\7KLVPD\EHPDQDJHGWKURXJKUHSXWDWLRQVRUIDPLO\DQGHWKQLFWLHV7KH
UROHRIVSDWLDOSUR[LPLW\LQVXSSRUWLQJUHODWLRQDOYDOXHFKDLQOLQNDJHVLVLPSRUWDQWEXW
WKH WUXVW DQG UHSXWDWLRQ PLJKW ZHOO IXQFWLRQ LQ VSDWLDOO\ GLVSHUVHG QHWZRUNV ZKHUH








+LHUDUFK\ 7KLV JRYHUQDQFH IRUP LV FKDUDFWHULVHG E\ YHUWLFDO LQWHJUDWLRQ 7KH











3URGXFHUV QHHG WR PDLQWDLQ RU LQFUHDVH WKHLU LQFRPHV DV WKH\ IDFH FRPSHWLWLYHQHVV
7KXV WKH\ PXVW HLWKHU LQFUHDVH VNLOO FRQWHQW RI WKHLU DFWLYLWLHV RUPRYH LQWR PDUNHW
QLFKHVSODFHVZKLFKKDYHHQWU\EDUULHUVDQGDUHWKHUHIRUHVRPHKRZSURWHFWHGIURP
WKHVH SUHVVXUHV 7KHVH VKLIWV LQ DFWLYLWLHV ZKLFK ZRXOG HQDEOH ILUPV WR UHPDLQ LQ
EXVLQHVV KDYH EHHQ UHIHUUHG WR DV ÄXSJUDGLQJ(? +XPSKUH\ DQG 6FKPLW] 




HW DO  0RVW ILUPV LQ GHYHORSLQJ FRXQWULHV DUH IDFHG ZLWK LPSURYLQJ WKHLU
SHUIRUPDQFHLQRUGHUWRLQFUHDVHWKHLUFRPSHWLWLYHQHVVWKDWLVWKHDELOLW\RIDILUPRU
LQGXVWU\WRGHYHORSDQGPDLQWDLQDQHGJHRYHUPDUNHWULYDOV.XODHWDO7KLV
FDQ EH DFKLHYHG WKURXJK SURGXFLQJ DQG GHOLYHULQJ JRRGV DQG VHUYLFHV PRUH








HDFK RXWFRPH 7KH\ WKHUHIRUH ORRN DW WKH ULVN LQYROYHG EHIRUH GHFLGLQJ WR
XSJUDGH
x 6XVWDLQDELOLW\ WKH\ XVXDOO\ DVVHVV KRZ WKH XSJUDGLQJ FRXOG EH VXVWDLQHG LQ
WHUPVRILQFRPHIORZVFRQWLQXHGPDUNHWDFFHVVDQGIXWXUHHFRQRPLFVHFXULW\
x +RXVHKROGHFRQRPLFSRUWIROLRPRVWPLFURVFDOHHQWHUSULVHRZQHUVZRXOGOLNH
WR PDNH VXUH WKDW WKH KRXVHKROG(?VSURGXFWLRQ FRQVXPSWLRQ DQG LQYHVWPHQW
DFWLYLWLHVWDNHSODFHVLPXOWDQHRXVO\DVVXPLQJWKDWUHVRXUFHVDUHDYDLODEOH
+DPHO DQG 3UDODKDG  VXJJHVWHG WKDW ILUPV IRFXV RQ WKHLU FRUH FRPSHWHQFHV








LQ WKH ORQJ UXQ FDQQRW EH VXVWDLQHG E\ FRQWURO RYHU WKH PDUNHW EXW WKURXJK WKH
GHYHORSPHQWRIG\QDPLFFDSDELOLWLHVZKLFKDULVHRXWRIWKHILUP(?V




 3RVLWLRQ WKDW LV LWV DFFHVV WR VSHFLILF FRPSHWHQFHV HLWKHU ZLWKLQ LWV RZQ




.DSOLQVN\ DQG 0RUULV  REVHUYHG WKDW WKHVH WZR UHODWHG FRQFHSWV FRUH
FRPSHWHQFH DQG G\QDPLF FRPSHWHQFH SURYLGH DQ LPSRUWDQW HQYLURQPHQW IRU
XQGHUVWDQGLQJ WKH FRQFHSW RI XSJUDGLQJ EHFDXVH WKH\ DUH KHOSIXO LQ H[SODLQLQJ WKH
IDFWRUVZKLFKGULYHDQGIDFLOLWDWHLPSURYHPHQWVLQSURGXFWDQGSURFHVVHVZKLFKDULVH
IURPWKHDFWLYLWLHVRI WKHILUPLWVHOI2QWKHRWKHUKDQG WKH\DUHDOVRZHDNEHFDXVH









7KLV LV DQ DWWHPSW WR LQFUHDVH WKH HIILFLHQF\ RI LQWHUQDO SURFHVVHV ERWK ZLWKLQ DQG
EHWZHHQLQGLYLGXDOOLQNVLQWKHFKDLQUHVXOWLQJLQJUHDWHURXWSXWIRUWKHVDPHOHYHORI
LQSXWV .DSOLQVN\DQG0RUULV+XPSKUH\DQG6FKPLW] ,W LQYROYHV WKH
DGRSWLRQ RI QHZ WHFKQRORJLHV DQG QHZ ZD\V RI RUJDQLVLQJ SURGXFWV 7KXV ORFDO
SURGXFHUV DUH HQFRXUDJHG WR OHDUQ IURP JOREDO EX\HUV RQ KRZ WR LPSURYH WKHLU
SURGXFWLRQ SURFHVVHV DWWDLQ FRQVLVWHQW KLJK TXDOLW\ DQG LQFUHDVH WKH VSHHG RI
UHVSRQVH ,Q WKH NRNRQWH YDOXH FKDLQ LQ *KDQD SURFHVVRUV UHDOLVHG WKH QHHG WR
LPSURYHRQ WKHLUSURFHVVLQJDFWLYLWLHVEHFDXVHRI WKH IDOOLQJGHPDQG IRUNRNRQWH LQ
WKHPDUNHWGXHWRWKHSRRUDQGXQK\JLHQLFQDWXUHRIWKHLUSURFHVVLQJDFWLYLWLHV7KLV




LQIRUPDWLRQ WR ILUPV LQ SURFHVV XSJUDGLQJ 9HUWLFDO OLQNDJHV SURYLGH WHFKQLFDO







LQIRUPDWLRQ LV VKDUHGDPRQJPHPEHUV LQ WKHFDVVDYDYDOXH FKDLQ(YHQ WKRXJK WKH
IDUPHUJURXSDW7RWVXQ\D2NSHUZDVQRWDFWLYHWKHPHPEHUVZHUHDEOHWRFRRSHUDWH
ZLWK WKH &DVVDYD 60( UHVHDUFK JURXS WR RUJDQLVH WKH XSJUDGLQJ H[HUFLVH VHH
&KDSWHU

'XQQ HW DO  LGHQWLILHG ODFN RI LQYHVWPHQW FDSLWDO DV D PDMRU FRQVWUDLQW WR
SURFHVV XSJUDGLQJ EHFDXVH SURFHVV XSJUDGLQJ UHTXLUHV LQYHVWPHQWV LQ ORQJ WHUP
HTXLSPHQWVXFKDVSRZHUPDFKLQHU\DQGKHDY\WRROV%HUJHWDOREVHUYHGWKDW
FDVVDYDSURFHVVLQJ60(VIDFHVLPLODUSUREOHPVHVSHFLDOO\LQJDULSURFHVVLQJZKHUH
WKH\VWLOOXVHEDVLF DQGREVROHWHSURFHVVLQJHTXLSPHQW VXFKDVSXWWLQJ URFNVRQ WKH
ZHWFDNHRUW\LQJKHDY\ORJVRQWKHPWRGHZDWHUWKHZHWFDNHLQVWHDGRIWKHK\GUDXOLF
SUHVV5HVXOWVVKRZLQJWKDWODFNRILQYHVWPHQWFDSLWDOLVDPDMRUFRQVWUDLQWWRSURFHVV





&KDQJHV LQ FRQVXPHU SUHIHUHQFHV RYHU WKH \HDUV KDYH QHFHVVLWDWHG XSJUDGLQJ RI
SURGXFWV WR PHHW WKHVH FKDQJHV ,Q SURGXFW XSJUDGLQJ HLWKHU QHZ SURGXFWV DUH
LQWURGXFHGRU WKHUH LVDQ LPSURYHPHQW LQ WKHROGSURGXFWV'XQQHWDO FLWHG
WKHJURZWKRIFRQVXPHUGHPDQGIRUVSHFLDOW\FRIIHHWKDWPHHWVFHUWDLQKHDOWKVDIHW\
HQYLURQPHQWDODQGVRFLDOVWDQGDUGVWKDWOHGFRIIHHJURZHUVWRXSJUDGHWKHLUSURGXFWWR
PHHW VSHFLDOLW\ FRIIHH VSHFLILFDWLRQV VXFK DV LQWHUQDWLRQDO RUJDQLF DQG IDLU WUDGH
VSHFLILFDWLRQV :LWK UHIHUHQFH WR FDVVDYD YDOXH FKDLQV WKH HPHUJLQJ XUEDQ GHPDQG







&KRS EDU SURFHVVLQJ KRXVHKROGV GXULQJ WKHLU LQWHUDFWLRQV ZLWK WKH &DVVDYD 60(
3URMHFWVWDIIUHDOLVHGWKHQHHGWRXSJUDGHWKHWUDGLWLRQDOSRXQGHG IXIX WRWKHLQVWDQW
IXIXZKLFKLVVDIHUDQGPRUHFRQYHQLHQW WRPHHW WKHHPHUJLQJXUEDQGHPDQGV7KLV
WKHUHIRUH UHVXOWHG LQ WKH XSJUDGLQJ H[HUFLVH FDUULHG RXW ZLWK WKH SURFHVVLQJ
KRXVHKROGVLQ&KDSWHU2SSRUWXQLWLHVWKHUHIRUHH[LVWIRUWKHSURFHVVRUVWRLPSURYH




7KLV KDV EHHQ GHVFULEHG E\ +XPSKUH\ DQG 6FKPLW]  DV DFTXLULQJ QHZ
IXQFWLRQV HJ D PRYH IURP SURGXFWLRQ WR SURFHVVLQJ WR LQFUHDVH WKH RYHUDOO VNLOO
FRQWHQW RI DFWLYLWLHV ,W FRXOG EH D PRYHPHQW WR RZQ GHVLJQ DQG RZQ EUDQG
PDQXIDFWXUH'XQQHWDO REVHUYHGWKDWIXQFWLRQDOXSJUDGLQJLVPRWLYDWHGE\
WKHGHVLUHWRHOLPLQDWHWKHPDUNHWSRZHURILQWHUPHGLDULHVDQGWKHGHVLUHWRLPSURYH
WKH IORZ RI PDUNHW VLJQDOV WR SURGXFHUV 7KXV DV WKH LQWHUPHGLDULHV DUH HOLPLQDWHG
WKHLUIXQFWLRQVDUHWDNHQRQE\EX\HUVRUSURGXFHUVRUE\ERWK7KH\DOVRLQGLFDWHG









7XDQ DQG &XQD  REVHUYHG VRPH DFWRUV LQ 9LHWQDP WKDW VWDUWHG WR SHUIRUP




,Q FKDLQ XSJUDGLQJ SURGXFHUV PRYH LQWR QHZ YDOXH FKDLQV DSSO\LQJ NQRZOHGJH
DFTXLUHG IURP WKH FXUUHQW DFWLYLWLHV WR QHZ DFWLYLWLHV .DSOLQVN\ DQG 0RUULV 







9&$ FRQFHQWUDWHV RQ LQWHUILUP OLQNDJHV DOORZLQJ IRU DQ HDV\ XQFRYHULQJ RI WKH
G\QDPLFIORZRIHFRQRPLFRUJDQLVDWLRQDODQGFRHUFLYHDFWLYLWLHVEHWZHHQSURGXFHUV
ZLWKLQGLIIHUHQW VHFWRUV ,W LV DOVR DXVHIXO DQDO\WLFDO WRRO LQXQGHUVWDQGLQJKRZ WKH
SROLF\ HQYLURQPHQW FDQ SURYLGH IRU WKH HIILFLHQW DOORFDWLRQ RI UHVRXUFHV ZLWKLQ WKH
GRPHVWLF HFRQRP\ DV ZHOO DV XQGHUVWDQGLQJ WKH ZD\ LQ ZKLFK ILUPV DQG FRXQWULHV
SDUWLFLSDWHLQWKHJOREDOHFRQRP\.DSOLQVN\DQG0RUULV

9&$ DOORZV IRU OHDUQLQJ DQG LQQRYDWLRQ ZKLFK DUH QHFHVVDU\ LQ FUHDWLQJ DQG
VXVWDLQLQJ DQ LQGXVWU\(?V FRPSHWLWLYH DGYDQWDJH .XOD HW DO  /HDUQLQJDQG
LQQRYDWLRQFRPHIURPEX\HUVLQVRPHFKDLQVDQGLQSXWVXSSOLHUVLQRWKHUV7KH\DUH




SURGXFWLRQ DQG WUDGH DUH FRRUGLQDWHG DQG VKDSHG E\ OHDG ILUPV 7KLV JLYHV ULVH WR
GLIIHUHQW SDWWHUQV RI LQGXVWULDO RUJDQLVDWLRQ 2Q WKH FRQWUDU\ RUWKRGR[ WUDGH WKHRU\
ZDV FRQFHUQHG ZLWK HQGRZPHQWV RI SURGXFWLRQ IDFWRUV DQG DVVXPHV WKDW WUDGH
UHODWLRQVDUHEDVHGRQDUPVOHQJWKPDUNHWEDVHGWUDQVDFWLRQV$OWHQEXUJ

7KH 9&$ KHOSV WR XQGHUVWDQG FRPSHWLWLYH FKDOOHQJHV DV SHUIRUPDQFH RI LQGXVWULHV
EHFRPHVPRUHGHSHQGHQWRQWKHTXDOLW\RIYDOXHFKDLQUHODWLRQVKLSV ,I IRUH[DPSOH
WKH FKDLQ LV EURNHQ GRZQ LQWR GLIIHUHQW VWDJHV DQG SHUIRUPDQFH DQDO\VHG
HQWUHSUHQHXUVDQGSROLF\PDNHUVZRXOGEHDEOHWRLGHQWLI\FRPSHWLWLYHGLVDGYDQWDJHV
DQGGHILQHSRLQWVRIOHYHUDJHIRUDFWLRQ,WLVWKHUHIRUHDQHIIHFWLYHWRROIRULGHQWLI\LQJ
RSSRUWXQLWLHV WR LPSURYH WKH FRPSHWLWLYHQHVV RI YDULRXV SOD\HUV LQ WKH FKDLQ
$FFRUGLQJ WR 2QXPDK HW DO  WKH 9&$ FDQ KHOS WR H[SORUH WKH VFRSH IRU
DOOHYLDWLQJ WKH FULWLFDO FRQVWUDLQWV IDFHG E\ HQWHUSULVHV LQ WKH FDVVDYD VXEVHFWRU







RI WKH SULYDWH VHFWRU DFWLYLWLHV WR VXSSRUW SURGXFWLRQ DQG PDUNHWLQJ $FFRUGLQJ WR
0HUOLQVRPHFRXQWULHVKDYHVKRZQWKDWDNH\VXFFHVVIDFWRUOLHVLQWKHUHGHILQLWLRQ
RIUROHVLQWKHSXEOLFDQGSULYDWHVHFWRUDFWRUVDORQJWKHYDOXHFKDLQVDUJXLQJWKDWWKH
SXEOLF VHFWRU VKRXOG SURYLGH DQ HQDEOLQJ HQYLURQPHQW IRU WKH SULYDWH VHFWRU WR
XQGHUWDNH DJULEXVLQHVV DFWLYLWLHV ZKHUHDV WKH SULYDWH VHFWRU QHHGV WR LPSURYH LWV
HIILFLHQF\ DQG FRPSHWLWLYHQHVV 7KH YDOXH FKDLQ DSSURDFK WKHUHIRUH SURYLGHV RQH










PDSVDQGGLDJUDPVHQDEOHV LQIRUPDWLRQ WREH DFFHVVLEOH HYHQ WR WKHYHU\ SRRU DQG
GLVDGYDQWDJHGVWDNHKROGHUVLQ WKHSURGXFWLRQDQGPDUNHWLQJFKDLQ WKHUHE\HQDEOLQJ
WKHPWRSDUWLFLSDWHLQRQJRLQJDQGVXVWDLQDEOHV\VWHPVRIDQDO\VLVDQGXSGDWLQJRIWKH





VWDJHV DQG LGHQWLI\LQJ NH\ DFWRUV DQG WKHLU UHODWLRQVKLSV ZLWK RWKHUV LQ WKH FKDLQ
+RZHYHU WKHVH DFWRUV RSHUDWH ZLWKLQ FHUWDLQ UXOHV WKDW DUH VHW E\ RWKHUV HJ WUDGH
UXOHV DQG WKH 9&$ QHHGV WR EH FRPSOHPHQWHG ZLWK LQIRUPDWLRQ RQ WKHVH UXOHV
6FKPLW]QRWHGWKDWSURYLGLQJLQIRUPDWLRQRQWDULIIVTXRWDVTXDOLW\VWDQGDUGV
DQG ODERXU VWDQGDUGV LV QRWGLIILFXOWEXWSURYLGLQJ WKH LQIRUPDWLRQ LQD VSHFLILFDQG
PHDQLQJIXO ZD\ LV PRUH FRPSOLFDWHG $FFRUGLQJ WR 6FKPLW] WKH DQVZHU OLHV LQ DQ
DSSURDFK WKDW SULRULWLVHV YLVLWLQJ WKH FRPSDQLHV DQG FRRUGLQDWHV WKH FKDLQV IURP


SURGXFHUV WR WKH ILQDO PDUNHW DQG JHWWLQJ WR NQRZ WKH EORFNDJHV DQG RSSRUWXQLWLHV
WKDWDULVHWKURXJKRXWWKHFKDLQ

&KDQJLQJ LQWHUQDWLRQDO PDUNHWV PD\ UHVXOW LQ HPHUJLQJ DOWKRXJK OLPLWHG PDUNHW
RSSRUWXQLWLHV EXW WKLV PD\ UHSUHVHQW JURZLQJ EXVLQHVV ULVNV IRU YDOXH FKDLQV LQ






,W KDV EHHQ REVHUYHG WKDW ERWK WKH 6/$ DQG WKH 9&$ DUH FRPSOHPHQWDU\ DQG





SHRSOH LQ ORZLQFRPH FRXQWULHV LQYROYH PDUNHWV DQG HQJDJHPHQW ZLWK SULYDWH
HQWHUSULVH LQ RQH ZD\ RU WKH RWKHU $OEX DQG 6FKQHLGHU  7UDGLWLRQDOO\
OLYHOLKRRG VWUDWHJLHVKDYH IRFXVVHGRQKRXVHKROGVRU LQGLYLGXDOV DQGDQDQDO\VLVRI
WKHLU OLYHOLKRRG VFHQDULR FUHDWHV SRLQWHUV IRU LQWHUYHQWLRQV +RZHYHU WKHUH LV




,)$'  WKH\ KDYH OLWWOH RU QR LQIRUPDWLRQ RQ PDUNHW FRQGLWLRQV SULFHV DQG
TXDOLW\ RI JRRGV WKH\ DUH QRW RUJDQLVHG FROOHFWLYHO\ DQG WKH\ KDYH OLPLWHG
H[SHULHQFHRIPDUNHWQHJRWLDWLRQDQGOLWWOHDSSUHFLDWLRQRIWKHLUFDSDFLW\WRLQIOXHQFH
WKH WHUPV DQG FRQGLWLRQV XSRQ ZKLFK WKH\ HQJDJH ZLWK WKH PDUNHW $ YDOXH FKDLQ
DQDO\VLV LGHQWLILHV PDUNHW RSSRUWXQLWLHV EHWWHU DFFHVV WR DSSURSULDWH SURFHVVLQJ
WHFKQRORJLHV PRUH HIILFLHQW IDUP WR PDUNHW FKDQQHOV DQG WKH WLPHO\ DFFHVV WR
DIIRUGDEOH ILQDQFLDO DQG EXVLQHVV VHUYLFHV +HOOLQ HW DO  7KH 9&$ DOVR
DQDO\VHVSRZHU UHODWLRQV LQ WKH FKDLQ VKRZLQJKRZVRPH DFWRUV DUHPRUHSRZHUIXO


WKDQ RWKHUV *HUHIIL HW DO  .DSOLQVN\ 	 0RUULV  +XPSKUH\	 6FKPLW]


,W KDV EHHQ REVHUYHG WKDW WKHUH DUH QR ZLGHO\ DJUHHGXSRQ VWUDWHJLHV IRU DFKLHYLQJ
VXVWDLQDEOH OLQNV EHWZHHQ VPDOOKROGHU IDUPHUV DQG KLJK YDOXH DJULFXOWXUDO SURGXFW
PDUNHWV*)$5$PDMRUFKDOOHQJHWKHUHIRUHIRUSURSRRUJURZWKLVWREXLOG
VWUXFWXUHV DQG GHYHORS WKH FDSDFLWLHV QHFHVVDU\ WR HQDEOH UHVRXUFHSRRU IDUPHUV WR
EHWWHULQWHJUDWHLQWRYDOXHFKDLQV8QGHUVWDQGLQJYDOXHFKDLQVDVDEXVLQHVVRULHQWHG
DSSURDFKOHDGVWRWKHTXHVWLRQRIKRZIDUWKHSRRUHVWRIWKHSRRUFDQEHLQWHJUDWHGLQ
D VXVWDLQDEOH ZD\ ZLWKRXW H[WHUQDO VXSSRUW :LOO  7KH 6/) SURYLGHV XVHIXO




$ VLPSOH YDOXH FKDLQ IRU D SDUWLFXODU FRPPRGLW\ IRU H[DPSOH FDVVDYD ZRXOG
LQFOXGHIDUPHUVSURFHVVRUVPLGGOHPHQDQGHQGXVHUVDQGDOVRVHUYLFHSURYLGHUV$Q











SDUWLFXODU FRQWH[WV ,W FDQ KHOS H[SODLQ ZKDW LV VRPHWLPHV WHUPHG ÄZHDN
VXSSO\ UHVSRQVHV(? WR WUDGH OLEHUDOLVDWLRQ WKDW LV ZKHQ IDUPHUV KDYH QRW
UHVSRQGHG WR KLJKHU SULFHV RQ RQH FURS E\ SURGXFLQJ PRUH RI LW ,W DOVR












VWDNHKROGHUV RU PRUH SRZHUIXOO\ IDFLOLWDWLQJ OHDUQLQJ DQG DFWLRQ E\ SHRSOH
ZKR DUH WDUJHWHG E\ SDUWLFXODU HFRQRPLF DQG WUDGH SROLFLHV ,QFUHDVLQJ WKH
LQYROYHPHQW RI GLIIHUHQW VWDNHKROGHUV SDUWLFXODUO\ WKRVH ZKR DUH XVXDOO\
PDUJLQDOLVHG FDQ FRQWULEXWH WR PRUH HIIHFWLYH SROLF\ SURFHVVHV IRU SRYHUW\
UHGXFWLRQ'XULQJGDWDFROOHFWLRQIRUWKLVVWXG\SDUWLFLSDWRU\PHWKRGVVXFKDV
VWDNHKROGHU DQDO\VLV ZHDOWK UDQNLQJ DQG IRFXV JURXS GLVFXVVLRQV ZHUH XVHG
IRUWKHYDOXHFKDLQVDQGVXVWDLQDEOHOLYHOLKRRGVDQDO\VHV

.DQML HW DO  LOOXVWUDWHG WKDW D FRPELQDWLRQRIGLIIHUHQWPHWKRGV DQG WRROV
GUDZQ IURP OLYHOLKRRGV DQG YDOXH FKDLQ DQDO\VLV KDYH SURYLGHG D PRUH
FRPSUHKHQVLYHXQGHUVWDQGLQJRIWKHLVVXHVLQYROYHGLQSURPRWLQJSRYHUW\UHGXFWLRQ
DVIROORZV
L 7KHVWXG\RI WUDGH OLEHUDOLVDWLRQDQG OLYHOLKRRGV LQ0R]DPELTXHEHJDQZLWK
WKH OLYHOLKRRGV RI FDVKHZ QXW SURGXFHUV DQG ZRUNHUV LQ WKH SURFHVVLQJ
LQGXVWU\ +RZHYHU LQYHVWLJDWLQJ LQWHUQDWLRQDO WUDGH DQG JOREDO YDOXH FKDLQV
ZDV HVVHQWLDO LQ XQGHUVWDQGLQJ QDWLRQDOOHYHO SROLF\ FRQVWUDLQWV DQG
RSSRUWXQLWLHVIRULPSURYLQJOLYHOLKRRGV
LL ,Q WKHUDWWDQDQGEDPERRZHDYLQJH[DPSOH LQ9LHWQDPDQXQGHUVWDQGLQJRI





WR FUHGLW DQG OLYHOLKRRGV DURVH IURP VHPLVWUXFWXUHG LQWHUYLHZV ZLWK SRRU


VKULPS IDUPHUV DQG 9&$ RI WKH LQGXVWU\ XVLQJ H[LVWLQJ LQIRUPDWLRQ 7KH
FRPELQDWLRQRI9&$DQG6/$LQ%DQJODGHVKLVGHVFULEHGLQ%R[








x 'HYHORS SROLF\ DQG UHFRPPHQGDWLRQV WR PD[LPLVH RSSRUWXQLWLHV IRU
YXOQHUDEOHJURXSV±LQSDUWLFXODUWKHUHVRXUFHSRRUODQGOHVVDQGZRPHQ
3ULPDU\GDWDFROOHFWHGIURPIRFXVJURXSVDQGNH\LQIRUPDQWLQWHUYLHZVZHUHXVHGWR
DQDO\VH DQG PDS WKH PDUNHW FKDQQHOV IURP SURGXFWLRQ WKURXJK SURFHVVLQJ DQG
GLVWULEXWLRQ 7KH 9&$ IRFXVVHG RQ WKH LQVWLWXWLRQDO DUUDQJHPHQWV WKDW OLQNHG
SURGXFHUVSURFHVVRUVPDUNHWHUVGLVWULEXWRUVDQGFRQVXPHUV$JHQGHUHGYDOXHFKDLQ
KLJKOLJKWHG WKH GLIIHUHQW SRVLWLRQV DQG FRQWULEXWLRQV RI PHQ DQG ZRPHQ DFURVV WKH




SRRU HQVXULQJ WKDW UHQWV DQG UHWXUQV ZHUH EHWWHU GLVWULEXWHG DFURVV WKH YDOXH FKDLQ
7KH OLYHOLKRRGV DQDO\VLV FRQVLGHUHG WKH HQWLUHW\ RI SURGXFWLRQ DQG HDUQLQJV IRU WKH
SRRUDQGDVVHVVHGKRZVKULPSDQGSUDZQILWLQWRDKRXVHKROGVWUDWHJ\IRUJHQHUDWLQJ












7KHFKDSWHU UHYLHZHG WKH FRQFHSWRIYDOXHFKDLQV IURP LWV HYROXWLRQ DQG WKH WKUHH
PDLQ FRQWHQGLQJ IUDPHZRUNV ± WKH &RPPRGLW\ &KDLQV *OREDO &RPPRGLW\ &KDLQV
DQG *OREDO 9DOXH &KDLQV ,W DOVR ORRNHG DW ZKDW D VLPSOH YDOXH FKDLQ LV KRZ LW
IHDWXUHVLQWKHJOREDOHFRQRP\DQGKRZLWLVJRYHUQHG8SJUDGLQJLQWKHYDOXHFKDLQV
ZDV UHYLHZHG WDNLQJFRJQLVDQFHRIZK\ ILUPVXSJUDGH WKH IRXU W\SHVRIXSJUDGLQJ
DQG WKH LPSOLFDWLRQV RI XSJUDGLQJ 7KH FKDSWHU DOVR WRXFKHG RQ WKH VWUHQJWKV DQG





7KH OLWHUDWXUH RQ YDOXH FKDLQV HQDEOHG PH WR RXWOLQH KRZ FDVVDYD LV SURGXFHG DQG
SURFHVVHGDQGWRLGHQWLI\DOO WKHPDMRUDFWRUVWKDWDUHLQYROYHGDW WKHYDULRXVVWDJHV
IURP SURGXFWLRQ WR WKH FRQVXPHU 7KH OLWHUDWXUH DOVR IDFLOLWDWHG WKH VWXG\ RI KRZ





FDVVDYD LQWR GLIIHUHQW SURGXFWV 7KH OLWHUDWXUH RQ XSJUDGLQJ IDFLOLWDWHG WKH









7KHFKDSWHUGHDOVPDLQO\ZLWK WKHSURFHVVHVJRQH WKURXJKIURPWKHVHOHFWLRQRI WKH




7KH UHVHDUFK PHWKRGRORJ\ ZDV GHVLJQHG WR HQDEOH PH WR DQVZHU WKH IRXU UHVHDUFK









SDUWLFLSDWLRQ LQ WKH YDOXH FKDLQV" 7KXV TXHVWLRQ ZDV DQVZHUHG E\ FROOHFWLRQ
TXDOLWDWLYH DQG TXDQWLWDWLYH GDWD RQ KRXVHKROGV SDUWLFLSDWLQJ LQ WKH GLIIHUHQW YDOXH
FKDLQVXVLQJWKH6XVWDLQDEOH/LYHOLKRRGV)UDPHZRUN6HFRQGO\GHPRQVWUDWLRQVZHUH
KHOG RQ IXIX DQG NRNRQWH SURFHVVLQJ DIWHU ZKLFK WKH SHUFHSWLRQV RI SURFHVVRUV DQG
RWKHU SDUWLFLSDQWV DWWHQGLQJ VXFK GHPRQVWUDWLRQV ZHUH VRXJKW 7KHVH SHUFHSWLRQV
VKRZHG KRZ WKHLU OLYHOLKRRG IHDWXUHV DIIHFW WKHLU DGRSWLRQ RI WKH LQQRYDWLRQV
GHPRQVWUDWHG

$WKLUGTXHVWLRQSRVHGZDV:KDWDUH WKH IDFWRUV LQIOXHQFLQJ IDUPHUVࣔGHFLVLRQVRQ
ZKHWKHU WR VHOO IUHVK FDVVDYD RU EHFRPH LQYROYHG LQ SURFHVVLQJ" ,Q DQVZHULQJ WKLV
TXHVWLRQDSURFHVVLQJFRPSDQ\$PDVD$JUR3URFHVVLQJ&RPSDQ\/LPLWHG$PDVD





7KH IRXUWK TXHVWLRQ ZDV :KDW GRHV D FRPELQHG XVH RI 6XVWDLQDEOH /LYHOLKRRGV
$SSURDFKDQG9DOXH&KDLQ$QDO\VLVWHOOXVDERXWWKHSURVSHFWVIRUSURPRWLRQRIQHZ
WHFKQRORJLHV" 7KLV TXHVWLRQ KDV EHHQ DQVZHUHG WKURXJK WKH XVH RI WKH 6/$ LQ
TXHVWLRQVWZRDQGWKUHHDQGDOVRWKH9&$LQTXHVWLRQVRQHDQGWZRVHHVHFWLRQ

7KH PHWKRGRORJ\ LQYROYHG WKH VHOHFWLRQ RI VWXG\ ORFDWLRQV SRSXODWLRQ RI VWXG\




7KH $SSURDFK UHFRJQL]HV SHRSOH ZKHWKHU SRRU RU QRW DV DFWRUV ZLWK DVVHWV DQG
FDSDELOLWLHVZKRLQSXUVXLWRIWKHLURZQOLYHOLKRRGJRDOVGHYHORSVWUDWHJLHVDLPHGDW
DOOHYLDWLQJ UXUDO SRYHUW\ &DUQH\  /LYHOLKRRGV DQDO\VLV DFFRUGLQJ WR &DUQH\
HQWDLOV
x 7KHFRQWH[W LQZKLFKUXUDOSHRSOHOLYHSROLF\SROLWLFVKLVWRU\GHPRJUDSK\








FDQQRW DVVXPH NQRZOHGJH RI D JLYHQ KRXVHKROG RU D JURXS 7KHUHIRUH DVVHVVPHQW
PXVWEHEDVHGRQDSULRUXQGHUVWDQGLQJRISHRSOH(?VREMHFWLYHVDQLQIRUPHGYLHZRI




XVHIXO LQ DQDO\VLQJ KRXVHKROGV JHQGHU DQG JRYHUQDQFH KHOSV WR LGHQWLI\ WKH
XQGHUO\LQJFRQVWUDLQWVWRLPSURYHGOLYHOLKRRGVDQGPHDQVRIRYHUFRPLQJWKHPDQGLW




 $VKOH\ DQG &DUQH\  $GDWR DQG 0HLQ]HQ 'LFN  $VKOH\ DQG
+XVVHLQ,WDOVRSURYLGHVDZD\WRRUGHULQIRUPDWLRQDQGXQGHUVWDQGWKHOLQNV
EHWZHHQ GLIIHUHQW DVSHFWV RI SHRSOH(?V OLYHOLKRRGV 7KH 6XVWDLQDEOH /LYHOLKRRGV









RI GDWD $ NH\ IHDWXUH RI WKH TXDQWLWDWLYH GDWD LV WKH QXPHULFDO PHDVXUHPHQW RI
VSHFLILFDVSHFWVRISKHQRPHQDZKHUHFRPSHWLQJH[SODQDWLRQVPXVWEHIRUPXODWHGLQ
WHUPVRIWKHUHODWLRQVKLSEHWZHHQYDULDEOHV0LOOHUDQG%UHZHU,QTXDQWLWDWLYH
UHVHDUFK VXEMHFWV RI VWXG\ DUH VHOHFWHG UDQGRPO\ IURP WKH VWXG\ SRSXODWLRQ LQ DQ
XQELDVHGPDQQHUVWDQGDUGTXHVWLRQQDLUHVDUHXVHGDQGVWDWLVWLFDOPHWKRGVDUHXVHGWR
WHVW SUHGHWHUPLQHG K\SRWKHVLV UHJDUGLQJ UHODWLRQVKLSV EHWZHHQ VSHFLILF YDULDEOHV
%U\PDQ  %DEELH  7KH YDOLGLW\ DQG UHOLDELOLW\ RI D VWXG\ W\SLFDOO\
GHSHQGV XSRQ SUHH[LVWLQJ PHWKRGRORJLHV /LEDUNLQ DQG .XUG]LHO  ,Q
TXDQWLWDWLYH UHVHDUFK UHVHDUFKHUV DUH DEOH WR GHYHORS D ORW RI H[SODQDWRU\ PRGHOV









EHFDXVH WKH\ DUH QRW OLNHO\ WR FRPSODLQ 6HFRQGO\ SODQQLQJ DW QDWLRQDO DQG ORFDO
OHYHOVFRXSOHGZLWKSURIHVVLRQDOGLVSRVLWLRQDUHVRPHRIWKHFRQWULEXWLQJIDFWRUVWKDW
SURPRWHTXDQWLWDWLYHUHVHDUFK&KDPEHUVLELGKRZHYHULQGLFDWHGWKDWTXHVWLRQQDLUH









RI WDUJHW DXGLHQFH PHPEHUV WKURXJK LPPHUVLRQ LQ D FXOWXUH RU VLWXDWLRQ DQG GLUHFW
LQWHUDFWLRQZLWKWKHSHRSOHXQGHUVWXG\:HLQULFK7KHDSSURDFKWULHVWRJDLQ
DQ LQGHSWKXQGHUVWDQGLQJRID VLWXDWLRQXQGHUREVHUYDWLRQ$FFRUGLQJ WR0LOHVDQG
+XEHUPDQ  TXDOLWDWLYH GDWD DUH D VRXUFH RI ZHOOJURXQGHG ULFK GHVFULSWLRQV
DQG H[SODQDWLRQV RI SURFHVVHV LQ LGHQWLILDEOH ORFDO FRQWH[WV DQG ZLWK VXFK GDWD RQH
FDQ SUHVHUYH FKURQRORJLFDO IORZ VHH SUHFLVHO\ ZKLFK HYHQWV OHG WR ZKLFK
FRQVHTXHQFHV DQG GHULYH IUXLWIXO H[SODQDWLRQV ,W VWUHVVHV VRFLDO PHDQLQJV TXDOLW\
UDWKHUWKDQWKHFROOHFWLRQRIVWDWLVWLFDOGDWDTXDQWLW\4XDOLWDWLYHUHVHDUFKWKHUHIRUH
DOORZV ORFDO SHRSOH WR DVVHVV WKHLURZQ VLWXDWLRQV GLDJQRVH DQGSULRULWLVHSUREOHPV




4XDOLWDWLYH UHVHDUFK DFFRUGLQJ WR %U\PDQ  HPSKDVLVHV ZRUGV UDWKHU WKDQ
TXDQWLILFDWLRQLQWKHFROOHFWLRQDQGDQDO\VLVRIGDWDWKDW
x 3UHGRPLQDQWO\HPSKDVLVHVDQLQGXFWLYHDSSURDFKWRWKHUHODWLRQVKLSEHWZHHQ
WKHRU\ DQG UHVHDUFK LQ ZKLFK WKH HPSKDVLV LV SODFHG RQ WKH JHQHUDWLRQ RI
WKHRULHV
x +DV UHMHFWHG WKH SUDFWLFHV DQG QRUPV RI WKH QDWXUDO VFLHQWLILF PRGHO RI





4XDOLWDWLYH UHVHDUFK FDQ JHQHUDWH GDWD DQG QXPEHUV RQ QXPHURXV WRSLFV VLPLODU WR




FRXQWLQJ FDQ EH XVHG LQ VRFLDO DQG FHQVXV PDSSLQJ ZKLFK DUH YHU\ DFFXUDWH IRU
LGHQWLILFDWLRQ DQG OLVWLQJ RI KRXVHKROGV IRU KHDGFRXQWV DQG IRU KRXVHKROG
FKDUDFWHULVWLFV&KDPEHUV

,QWHUSUHWDWLRQV RI TXDOLWDWLYH GDWD DUH WLHG GLUHFWO\ WR WKH GDWD VRXUFH DQG UHVHDUFK
YDOLGLW\ DQG UHOLDELOLW\ DUH EDVHG XSRQ WKH ORJLF RI WKH VWXG\ LQWHUSUHWDWLRQV UDWKHU









VHTXHQFH RI LQIRUPDWLRQ &UHVZHOO  7DVKDNNRUL DQG 7HGGOLH  7KH
DSSURDFK ZDV GHYHORSHG LQ UHVSRQVH WR WKH QHHG WR FODULI\ WKH LQWHUHVW RI PL[LQJ
TXDQWLWDWLYH DQG TXDOLWDWLYH GDWD LQ D VLQJOH VWXG\ 0L[HG PHWKRGV UHVHDUFK VWDUWHG





7KHUHDUH WKUHHPDLQZD\V LQZKLFKTXDQWLWDWLYHDQGTXDOLWDWLYH LQVWUXPHQWVFDQEH
FRPELQHG 7KH FRPELQDWLRQV DUH PHUJLQJ VHTXHQWLDO DQG FRQFXUUHQW SURFHGXUHV
0DUVODQGHWDO&UHVZHOO

0HUJLQJ FRQVLVWV RI VZDSSLQJ WRROV DQG DWWLWXGHV IURP RQH WUDGLWLRQ WR WKH RWKHU
5HVSRQVHVWRRSHQHQGHGTXHVWLRQVFDQEHFRGHGDQGIUHTXHQF\WDEOHVFDQEHFUHDWHG
IURP TXDOLWDWLYH PHWKRGV RU PDSSLQJ FRXOG EH XVHG WR JHQHUDWH YLOODJH VDPSOLQJ








DQGSURFHVV WKH UHVW LQWRJULWVDJEHOLPD DQGJDULTXDOLWDWLYHGDWDZDVFROOHFWHGRQ
WKHOLYHOLKRRGVRIWKHSHRSOHDQGTXDQWLWDWLYHGDWDZDVFROOHFWHGRQWKHHVWLPDWHVRI
SURGXFLQJ D KHFWDUH RI FDVVDYD DQG DOVR HVWLPDWHV RI WKH SURFHVVHG SURGXFWV 7KH




&RQFXUUHQWXVHRI VHOHFWHG WRROV LV WKHVLPXOWDQHRXVEXW VHSDUDWHXVHRI IRUPDODQG
LQIRUPDODSSURDFKHV%RWKIRUPVRIGDWDZHUHFROOHFWHGDW WKHVDPHWLPHGXULQJWKH




0L[HG PHWKRGV DSSURDFKHV EXLOG RQ WKH VWUHQJWKV DQG DOVR FRPSHQVDWH IRU WKH
ZHDNQHVVHV LQ TXDQWLWDWLYH DQG TXDOLWDWLYH PHWKRGV %LDVHV WKDW PD\ EH LQKHUHQW LQ
DQ\VLQJOHPHWKRGFRXOGEHQHXWUDOLVHGE\FRPELQLQJDOO WKHVHPHWKRGV DQG UHVXOWV
IURP RQH PHWKRG FDQ KHOS GHYHORS RU LQIRUP WKH RWKHU PHWKRG &UHVZHOO 
'XULQJWKHLQWHUYLHZVIROORZXSTXHVWLRQVZHUHXVHGIRUVLPSOHDQVZHUVLQRUGHUWR
UHPRYH SUHIRUPHG DQVZHUV WKDW WKH UHVHDUFKHU PLJKW DOUHDG\ KDYH 4XDQWLWDWLYH
SUHVHQWDWLRQVLQDVWXG\ZLOODOVRKHOSWRFKDQJH WKHSHUFHSWLRQWKDW LW LVQRWDOZD\V
SRVVLEOHLQDVWDWLVWLFDOVHQVHWRJHQHUDOLVHILQGLQJVIURPDTXDOLWDWLYHVWXG\3XQFK
&UHVZHOO0HUWHQV LVRI WKHYLHZWKDWPL[HGPHWKRGVDSSURDFK
FDQ VHUYH D ODUJHU WUDQVIRUPDWLYHSXUSRVH WR FKDQJHDQGDGYRFDWH IRU PDUJLQDOLVHG
JURXSVHVSHFLDOO\WKHSRRU

,Q WKHVWXG\HPSKDVLVZDV ODLGRQ WKHTXDOLWDWLYHPRUH WKDQ WKHTXDQWLWDWLYHDVSHFW
EHFDXVH WKH UHVHDUFKHU ZDQWHG WR JDLQ LQGHSWK LGHDV DERXW FDVVDYD IDUPLQJ DQG
SURFHVVLQJDQGKRZWKHVHFRQWULEXWHWRWKHOLYHOLKRRGVRIWKHSHRSOH7KHUHZDVDOVR












































WKRVH UHJLRQV ZHUH QRW YLVLWHG  $W WKH 5HJLRQDO OHYHO 5HJLRQDO 'HYHORSPHQW
2IILFHUVLQFKDUJHRIFURSVDQG:RPHQLQ$JULFXOWXUDO'HYHORSPHQW:,$'ZHUH
WKH LPPHGLDWH SRLQWV RI FRQWDFW WR ILQG RXW WKH FDVVDYD SURGXFLQJ DUHDV WKDW DUH
SURFHVVLQJFDVVDYDLQWRNRNRQWHDQGFDVVDYDIORXU7KH:,$'RIILFHUVZHUHLQYROYHG






YLOODJHV $W WKH YLOODJH OHYHO GLVFXVVLRQV ZHUH KHOG ZLWK YLOODJH FKLHIV RU
$VVHPEO\PHQSURGXFHUVSURFHVVRUVDQGUHWDLOHUVDVZHOO'LVFXVVLRQFHQWUHGRQ
x 3URGXFHUV OHYHOV RI SURGXFWLRQ RI FDVVDYD RWKHU FURSV SURGXFHG RWKHU
LQFRPHJHQHUDWLRQDFWLYLWLHVPDUNHWVSRWHQWLDOV
x 3URFHVVRUV DFFHVV WR FDVVDYD DFFHVV WR PDFKLQHV LQWHQVLW\ RI SURFHVVLQJ




.RNRQWH FRQVXPSWLRQ KDV GHFOLQHG RYHU WKH \HDUV DQG WKH SURGXFWLRQ WKHUHIRUH KDV
UHGXFHGLQPRVWDUHDV,WZDVRQO\7HFKLPDQ0XQLFLSDOLW\LQ%URQJ$KDIRDQG<LOR
.URER LQ WKH (DVWHUQ 5HJLRQ WKDW ZHUH IRXQG WR EH VWLOO SURGXFLQJ NRNRQWH LQ
FRPPHUFLDO TXDQWLWLHV 7ZR YLOODJHV LQ WKH (DVWHUQ 5HJLRQ ZHUH YLVLWHG DQG







+R 0XQLFLSDOLW\ 9ROWD 5HJLRQ 6XKXP ZDV VHOHFWHG EHFDXVH LW LV ORFDWHG RQ WKH
$FFUD.XPDVL KLJKZD\ DQG VHUYHV DV DPDMRU UHVW VWRS IRU WUDYHOOHUVRQ WKDW URXWH
0RVWRIWKHFKRSEDUVDUHORFDWHGDORQJWKHPDMRUURDGIRUHDV\DFFHVV2QWKHRWKHU






VHOHFWLRQ RI *D :HVW GLVWULFW EHFDXVH WKH RQO\ LQWHUPHGLDU\ FDVVDYD SURFHVVLQJ





















































VWXG\ DUHD  7KH GLVWULFW LV ERXQGHG E\ WKH 1HZ -XDEHQ 'LVWULFW WR WKH QRUWK HDVW
.ZDHELEUHPDQG(DVW$NLP'LVWULFWVWRWKHQRUWK:HVW$NLP'LVWULFWWRWKHZHVWDQG
VRXWKDQG$NZDSLP1RUWKDQG$NZDSLP6RXWK'LVWULFWWRWKH(DVW7KHGLVWULFWLVLQ





&OLPDWLF FRQGLWLRQV DUH YHU\ VXLWDEOH IRU DJULFXOWXUDO DFWLYLWLHV LQ WKH GLVWULFW
7HPSHUDWXUHV UDQJH IURP & WR &  5HODWLYH KXPLGLW\ HVSHFLDOO\ LQ WKH UDLQ\






P DERYH VHD OHYHO LV WKH KLJKHVW HOHYDWLRQ LQ WKH GLVWULFW 7KH UDQJH LV WKH
FDWFKPHQWDUHDIRUWKH'HQVX6XKXP(VVLHVHPDQG.XDULYHUV)HGE\WKHWZRPDMRU
UDLQ\ VHDVRQV RI WKH GLVWULFW VRPH RI WKHVH ULYHUV KDUGO\ VXUYLYH GXULQJ WKH GU\
VHDVRQ

7KH GLVWULFW ZDV RULJLQDOO\ FRYHUHG E\ D VHPLGHFLGXRXV IRUHVW +RZHYHU KXPDQ
DFWLYLW\ LQ WKH IRUP RI FXOWLYDWLRQ OXPEHULQJ DQG H[WUDFWLRQ RI IXHO ZRRG KDV
GUDVWLFDOO\UHGXFHGWKHODQGFRYHUHGE\WKHRULJLQDOYHJHWDWLRQWRLQVLJQLILFDQWOHYHOV
DQGQRZFRYHUHGPRVWO\E\UHJURZWKWKLFNHWVDQGVHFRQGDU\IRUHVWV7KHUHDUHWKUHH
PDLQ VRLO W\SHV IRXQG LQ WKH GLVWULFW 7KHVH DUH WKH 'DPDQJR0XUXJX7DQRVR
$VVRFLDWLRQVWKH%HGLHVL%HMXD$VVRFLDWLRQVDQGWKH.XPDVL2IILQ$VVRFLDWLRQV

7KH PDLQ FURSV JURZQ LQ WKH GLVWULFW LQFOXGH FRFRD SODQWDLQ FDVVDYD PDL]H DQG
YHJHWDEOHV 7KHUH DUH WZR IDUPLQJ V\VWHPV QDPHO\ PL[HG FURSSLQJ DQG PRQR














































































































































SUHGRPLQDQFHRI$NDQV  7KHUHDUHRWKHU WULEHVZKLFK LQFOXGH(ZH




7KH <LOR .URER GLVWULFW LV RQH RI WKH ILIWHHQ GLVWULFWV LQ WKH (DVWHUQ 5HJLRQ 7KH
FDSLWDOLV6RPDQ\D7KHGLVWULFWLVGLYLGHGLQWRVHYHQDUHDFRXQFLOVQDPHO\6RPDQ\D
2WHUNSROX %RWL 1NXUDNDQ 1VXWDSRQJ .OR$JRJR DQG 2EDZDOH 7RWVXQ\D2NSHU
WKHVWXG\DUHDLVORFDWHGLQWKH2EDZDOHDUHDFRXQFLO

7KH GLVWULFW IDOOV DSSUR[LPDWHO\ ZLWKLQ ODWLWXGHV (?1±(?1 DQG ORQJLWXGHV
(?(±(?:,WFRYHUVDQHVWLPDWHGDUHDRIVTNP7KHGLVWULFWLVERXQGHGLQ

















WKH GLVWULFW WR WKH ORZHU SDUW RI WKH 0DQ\D .URER 'LVWULFW FRYHULQJ  VTXDUH
NLORPHWUHV 7KH DUHD LV SUHGRPLQDQWO\ PRXQWDLQRXV 7KH $NZDSLP 5DQJHV VWUHWFK
LQWR WKH GLVWULFW IURP VRXWKZHVW WR QRUWKHDVW DFURVV WKH GLVWULFW 7KH ORZ ODQGV DUH
IRXQGLQWKHVRXWKHDVWHUQSDUWRIWKHGLVWULFW7KHUHDUHWZRPDLQZDWHUVKHGVIRUPLQJ
WKUHH ULYHUEDVLQV LQ WKHGLVWULFW2QHRI WKHZDWHUVKHGV LV ORFDWHGRQ WKH$NZDSLP
5DQJHV ZKHUH ULYHUV IORZ LQ WKH HDVWZDUG GLUHFWLRQ RQ WKH ORZODQGV LQWR WKH 9ROWD
5LYHU 2Q WKH ZHVW RI WKH UDQJHV WKH ULYHUV IORZ LQWR WKH 3RQSRQJ 5LYHU ZKLFK




7KH <LOR .URER 'LVWULFW KDV WKUHH  SULYDWH FOLQLFV QLQH  UHSURGXFWLYHFKLOG
KHDOWKIDPLO\ SODQQLQJ FOLQLFV RQH  FKHVW FOLQLF WKUHH  SULYDWH PLGZLIH(?V
PDWHUQLW\KRPHVVHYHQW\WZRWUDLQHGWUDGLWLRQDOELUWKDWWHQGDQWV7KHUHDUHIRXU
 FRPPXQLW\ KHDOWK SODQQLQJ DQG VHUYLFH FHQWUHV DW 2EHQ\HPL :XUDPSRQJ
/DERODERDQG2SHUVLND
2QHGXFDWLRQ<LOR.URERKDVQLQHW\WZRNLQGHUJDUWHQQXUVHU\VFKRROVQLQHW\
VL[SULPDU\VFKRROV IRUW\WZR -XQLRU6HFRQGDU\6FKRROV WKUHH 6HQLRU
6HFRQGDU\6FKRROVRQHWHFKQLFDOVFKRRODQGRQH7HDFKHUV7UDLQLQJ,QVWLWXWLRQ0RVW
RI WKH EXLOGLQJV DUH QRW LQ JRRG FRQGLWLRQ DQG QHHG V\VWHPDWLF UHKDELOLWDWLRQ

7KH PDLQ HFRQRPLF DFWLYLW\ LQ WKH <LOR .URER 'LVWULFW LV DJULFXOWXUH 2WKHUV DUH
WUDGLQJDQGVPDOOVFDOHLQGXVWULDODFWLYLWLHV$OPRVWRIWKHSRSXODWLRQLVHQJDJHG
































WKH SRSXODWLRQ )DUPLQJ V\VWHPV DUH PDLQO\ PL[HG FURSSLQJ DQG PRQR FURSSLQJ
/DQG WHQXUH V\VWHPV LQFOXGH VKDUH FURSSLQJ UHQW DQG OHDVHKROG 7KH PDMRU FURSV
JURZQ DUH PDL]H FDVVDYD YHJHWDEOHV \DP SODQWDLQ DQG FRFR\DP $QLPDOV UHDUHG
DUHFDWWOHVKHHSJRDWVDQGSRXOWU\





7KH FDSLWDO LV +R 7KH VWXG\ ORFDWLRQV DUH 6RNRGH $Q\LUDZDVH DQG 7VLWR 7KH
GLVWULFWOLHVEHWZHHQODWLWXGHR(?1DQGR(?1DQGORQJLWXGHR(?(DQGR(?(










GLVWULFW LV VRXWKZDUGV DQG LV GRPLQDWHG E\ WKH $ODER .DODNSD :D\D DQG 7RUG]LH
ULYHUVZKLFKHYHQWXDOO\IORZLQWRWKH/RZHU9ROWD7KHUHDUHWZRPDMRUVRLOJURXSV
LQ WKH GLVWULFW 7KHVH DUH WKH D IRUHVW VRLOV QDPHO\ WKH IRUHVW RFKURVROV IRUHVW
OLWKRVROV DQG LQWHUJUDGHV RI WKH WZR E WKH VDYDQQDK VRLOV QDPHO\ WURSLFDO EODFN
HDUWKV DQG WURSLFDO JUH\ HDUWKV7KHYHJHWDWLRQ DOVR IDOOV LQWR WZR W\SHVQDPHO\ WKH
PRLVW VHPLGHFLGXRXV IRUHVW ZKLFK FRYHUV WKH KLOOV LQ WKH GLVWULFW DQG WKH VDYDQQDK
ZRRGODQGZKLFKRFFXSLHVWKHUHVWRIWKHGLVWULFW





7KH 0XQLFLSDOLW\ KDV WKUHH WUDGLWLRQDO FRXQFLOV QDPHO\ $VRUJOL +RNSH DQG
$ZXGRPH ZLWK WKUHH 3DUDPRXQW FKLHIV DQG  GLYLVLRQDO FKLHIV 3ROLWLFDOO\ WKH
GLVWULFWLVGLYLGHGLQWRWKUHHFRQVWLWXHQFLHV7KHVHDUH+R(DVW:HVWDQG&HQWUDO7KH
+R0XQLFLSDOLW\KDVYDULRXVHWKQLFJURXSLQJVZLWK(ZHVIRUPLQJ WKHPDMRULW\ZLWK
 IROORZHG E\ $NDQ  *XDQ  DQG WKH RWKHU WULEHV VXFK DV *D'DQJPH
*XUPD*UXVL.DEUHLQWKHPLQRULW\

8QGHU WKH 6HOI+HOS (OHFWULILFDWLRQ 3URJUDPPH RI WKH *RYHUQPHQW DOO  FRXQFLO
DUHDVRI WKHGLVWULFW DUHQRZVXSSOLHGHOHFWULFLW\ IURP WKHQDWLRQDOJULG7KLV VWHDG\
VRXUFH RI HQHUJ\ PDNHV LW SRVVLEOH IRU HQWUHSUHQHXUV WR VHW XS LQGXVWULHV ZKHUHYHU
WKH\ZLVKLQWKHGLVWULFW

7KH +R 0XQLFLSDOLW\ KDV D WRWDO RI  KHDOWK IDFLOLWLHV  7KH IDFLOLWLHV DUH WZR
KRVSLWDOV RQH SRO\FOLQLF  KHDOWK FHQWUHV DQG IRXU UHSURGXFWLYH DQG FKLOG KHDOWK






*KDQD KDV HVWDEOLVKHG D UHVLGHQWLDO $GXOW &ROOHJH DW 7VLWR 7KH (YDQJHOLFDO
3UHVE\WHULDQ&KXUFKKDVQRZHVWDEOLVKHGD8QLYHUVLW\DQGLV\HWWRVWDUWDGPLVVLRQV







7KHUH DUH WZR PDMRU IDUPLQJ VHDVRQV 7KHVH DUH WKH PDMRU VHDVRQ VWDUWLQJ IURP
)HEUXDU\WR-XQHDQGWKHPLQRUVHDVRQVWDUWLQJIURP$XJXVWWR'HFHPEHU)RRGFURS
SURGXFWLRQ LV WKHGRPLQDQWDJULFXOWXUDODFWLYLW\ LQ WKHGLVWULFW7KHPDLQ IRRGFURSV
FXOWLYDWHGDUHPDL]H\DPFDVVDYDULFHFRFR\DPSODQWDLQFRZSHDDQGYHJHWDEOHV
VXFKDVRNURWRPDWRJDUGHQHJJVDQGSHSSHU7UHHFURSVVXFKDVFRFRDWHDDYRFDGR




/DQG KROGLQJV DUH JHQHUDOO\ VPDOO DQG YDU\ DPRQJ WKH YLOODJHV /DUJH KROGLQJV RI
DERXW WHQ RU PRUH KHFWDUHV FDQ EH IRXQG LQ VRPH IHZ DUHDV 7KHUH DUH IRXU EDVLF






VPDOO UXPLQDQWV/DUJHVFDOH FDWWOH IDUPHUV DUHSURPLQHQW LQ WKH$GDNOXDUHDZKLOH






6RXWK 'D\L 'LVWULFW ZDV FDUYHG RXW RI WKH .SDQGR 'LVWULFW $VVHPEO\ DQG ZDV
RIILFLDOO\ LQDXJXUDWHGRQWK$XJXVWZLWK.SHYHDV LWVFDSLWDO ,W OLHVZLWKLQ
ODWLWXGHV1DQG1DQG DSSUR[LPDWHO\RQ ORQJLWXGH(7KH'LVWULFW
VKDUHV ERXQGDULHV ZLWK .SDQGR 'LVWULFW DQG +RKRH 0XQLFLSDO WR WKH QRUWK +R









7KHUH DUH WZR UDLQ\ VHDVRQV WKH PDMRU RQH IURP PLG $SULO WR HDUO\ -XO\ DQG WKH
PLQRU RQH IURP 6HSWHPEHU WR 1RYHPEHU 7KH DYHUDJH DQQXDO UDLQIDOO YDULHV IURP
PPWRPP7KHYHJHWDWLRQRI WKH'LVWULFW LV DPL[RI VDYDQQDKZRRGODQG























%DQNLQJ IDFLOLWLHV DYDLODEOH LQ WKH GLVWULFW LQFOXGH D EUDQFK RI *KDQD &RPPHUFLDO
%DQNDW3HNLDQGWKH:HWRDQG$QXP5XUDO%DQNVKDYHDJHQFLHVORFDWHGDW.SHYH
3HNL']DNHDQG']HPHQL%\ WKHLU ORFDWLRQ WKHGLVWULFW LVZHOOVHUYHGZLWKSK\VLFDO
DFFHVVWREDQNV






WKH HFRQRP\ 7KH PDLQ FURSV FXOWLYDWHG DUH PDL]H FDVVDYD \DP RLO SDOP DQG
YHJHWDEOHV $OPRVW HYHU\ IDUP KRXVHKROG UHDUV D IHZ DQLPDOV OLNH ORFDO SRXOWU\
VKHHS DQG JRDWV DW WKH EDFN\DUG EXW QRW RQ FRPPHUFLDO EDVLV 7KHUH LV JUDVVFXWWHU
UHDULQJVQDLO UHDULQJPXVKURRPSURGXFWLRQDQGEHHNHHSLQJ LQ WKHGLVWULFW WRVHUYH
DVDOWHUQDWLYHOLYHOLKRRGDFWLYLWLHVIRUIDUPHUV

$UWLVDQDO ILVKLQJ ULYHU ILVKLQJ DFFRXQWV IRU WKH EXONRI ILVK ODQGHG LQ WKH'LVWULFW




LV FHOHEUDWHG DOO RYHU WKH 'LVWULFW *EL 'XNRU]D FHOHEUDWHG E\ 3HNL DQG +RKRH










WKH 1RUWK $ZXWX(IXWX6HQ\D WR WKH :HVW DQG WKH *XOI RI *XLQHD DQG $FFUD
0HWURSROLWDQ $VVHPEO\ WR WKH 6RXWK ,W RFFXSLHV D ODQG DUHD DSSUR[LPDWHO\ 
VTXDUHPHWHUVZLWKRYHUVHWWOHPHQWV

$FFRUGLQJ WR WKH  1DWLRQDO 3RSXODWLRQ DQG +RXVLQJ &HQVXV WKH SRSXODWLRQ RI




7KH 'LVWULFW OLHV ZKROO\ LQ WKH FRDVWDO VDYDQQDK DJURHFRORJLFDO ]RQH 7KH UHOLHI LV
JHQHUDOO\ XQGXODWLQJ DW OHVV WKDQ  VORSH 5DLQIDOO SDWWHUQ LV ELPRGDO ZLWK DQ
DQQXDOPHDQYDU\LQJEHWZHHQPPRQWKHFRDVWWRDERXWPPLQWKHH[WUHPH
QRUWK7KHDQQXDODYHUDJHWHPSHUDWXUHUDQJHVEHWZHHQÛ&LQ$XJXVWDQGÛ&





ULYHUV 7KH ODUJHVW RI WKH IRXU WKH 'HQVX GUDLQV GRZQ IURP WKH (DVWHUQ 5HJLRQ
WKURXJK WKH :HVWHUQ SRUWLRQ RI WKH GLVWULFW WR :HLMD ZKHUH LW HQWHUV WKH VHD 7KH
2Q\DQVLD IORZV LQWR WKH$FFUD0HWURSROLWDQ$UHDGLVFKDUJLQJ LQWR WKH2GDZ5LYHU
DQGWKH.RUOH/DJRRQ

3XEOLF KHDOWK IDFLOLWLHV DUH SURYLGHG LQ ERWK WKH UXUDO DQG XUEDQ FRPPXQLWLHV ,Q
DGGLWLRQWRWKHDYDLODELOLW\RIPDQ\SULYDWHKHDOWKLQVWLWXWLRQVLQWKHSHULXUEDQDUHDV
RWKHU SXEOLF KHDOWK LQIUDVWUXFWXUH FDQ EH IRXQG LQ $PDVDPDQ :HLMD DQG 1JOHVKLH
$PDQIUR

,QIUDVWUXFWXUH LV QRW ZHOO GHYHORSHG 7KH 'LVWULFW FDSLWDO $PDVDPDQ ODFNV SRWDEOH
ZDWHU$ERXWDWKLUGRIWKHRYHUUXUDOFRPPXQLWLHVLQWKH'LVWULFWKDYHDFFHVVWR
ERUHKROHV DQG KDQG GXJZHOOV ZKLOVW DV PXFK DV  RI WKHP GHSHQG RQ GDPV









7KH PDMRU HFRQRPLF DFWLYLW\ LQ WKH GLVWULFW LV DJULFXOWXUH $JULFXOWXUDO DFWLYLWLHV
FRQVWLWXWHV  RI WKH HFRQRPLFDOO\ DFWLYH SRSXODWLRQ DQG  LQ WKH UXUDO DUHDV
GHSHQGRQDJULFXOWXUHIRUWKHLUOLYHOLKRRGV$ERXWRIIDUPHUVDUHVPDOOKROGHUV
7KH PDMRU DJULFXOWXUDO DFWLYLWLHV DUH FURS SURGXFWLRQ ILVKHULHV DQG OLYHVWRFN
GHYHORSPHQW $PRQJ WKH ZLGH UDQJH RI YHJHWDEOHV SURGXFHG LQ WKH GLVWULFW DUH





7KHFRDVWOLQHZLWKLQ WKHGLVWULFW LV DERXWNPDQGSURYLGHVDZLGH UDQJHRI ILVKHV
LQFOXGLQJWXQDVDUGLQHVWLJHUILVKVKULPSVDQGOREVWHUV&DQRHILVKHUPHQGRPRVWRI
WKHILVKLQJDQGWKHZRPHQDORQJWKHFRDVWDUHHQJDJHGLQSURFHVVLQJDQGVDOHRIILVK




7KH VWXG\ LV EXLOW RQ DQVZHULQJ IRXU PDLQ UHVHDUFK TXHVWLRQV 7KH ILUVW TXHVWLRQ LV
³:KR DUH WKH DFWRUV LQ WKH FDVVDYD YDOXH FKDLQV´" 7R DQVZHU WKLV TXHVWLRQ WZR
VWDNHKROGHUZRUNVKRSVZHUHKHOGDW WKHEHJLQQLQJRIWKHUHVHDUFKWRLGHQWLI\DOO WKH
YDULRXVDFWRUVLQWKHFDVVDYDYDOXHFKDLQDQGWKHLUUHODWLRQVKLSV7KHILUVWVWDNHKROGHU
































7KH UHVXOWV RI WKHVH ZRUNVKRSV ZHUH V\QWKHVLVHG ZLWK WKH GDWD FROOHFWHG IURP




$ VWXG\ SRSXODWLRQ DV GHILQHG E\ %DEELH  LV WKH WKHRUHWLFDOO\ VSHFLILHG
DJJUHJDWLRQRIVXUYH\HOHPHQWV7KHSRSXODWLRQIRUWKLVVWXG\LVWKHUHIRUHPDGHXSRI
FDVVDYD IDUPHUV SURFHVVRUV RI IXIX DQG NRNRQWH RQ RQH KDQG DQG SURFHVVRUV RI















8VLQJ LQGLYLGXDOV DV D XQLW RI DQDO\VLV D UHVHDUFKHU PD\ PDNH REVHUYDWLRQV
GHVFULELQJ WKH FKDUDFWHULVWLFV RI D ODUJH QXPEHU RI LQGLYLGXDOV VXFK DV VH[ DJH
HWKQLFLW\ DQG UHOLJLRQ %DEELH  7KHVH GDWD PD\ EH DJJUHJDWHG WR SURYLGH D
GHVFULSWLYHSLFWXUHRI WKH ODUJHUSRSXODWLRQ7KH LQGLYLGXDODVDXQLWRIDQDO\VLVKDV
WKHDGYDQWDJHRIEHLQJHDVLO\GHILQHGDQGLGHQWLILHGDQGDOORZVVRFLDOUHODWLRQVWREH
H[SORUHG%DEELH%U\PDQ,QGLYLGXDOIDUPHUVZKRVXSSO\FDVVDYDURRWV
DQGJULWV WR$PDVDKDYHEHHQXVHGDVDXQLWRI DQDO\VLVEHFDXVH WKH\ZHUHXVHG WR
GHVFULEH WKH UHODWLRQVKLSV WKDW H[LVW EHWZHHQ WKHPDQG WKHSURFHVVLQJFRPSDQ\DQG
DOVR KRZ WKH\ PDNH GHFLVLRQV RQ WKHLU PDUNHWLQJ FKDQQHOV DQG WKHLU SURFHVVHG
SURGXFWV

$QRWKHU XQLW RI DQDO\VLV ZDV D FRPSDQ\ $PDVD $JUR 3URFHVVLQJ &RPSDQ\ 7KLV
FRPSDQ\ZDVVXSSOLHGZLWKFDVVDYDURRWVDQGJULWVE\LQGLYLGXDOIDUPHUV2QO\RQH




7KLV LV GRQH WR DQDO\VH WKHLU OLYHOLKRRGV DQG DOVR ILQG RXW KRZ WKHVH OLYHOLKRRGV









E\ WLHV RI NLQVKLS ZKR OLYH WRJHWKHU XQGHU D VLQJOH URRI RU ZLWKLQ D






³$ KRXVHKROG LV GHILQHG DV D SHUVRQ RU JURXS RI SHRSOH XVXDOO\ D
IDPLO\ OLYLQJ WRJHWKHU LQ WKH VDPH FRPSRXQG IHQFHG RU XQIHQFHG
DQVZHUDEOH WR WKH VDPH KHDG DQG VKDULQJ D FRPPRQ VRXUFH RI IRRG
DQGRULQFRPH´

2QH LPSRUWDQW LVVXH LQ KRXVHKROG VXUYH\V LV WKH TXHVWLRQ RI ÄVWUDGGOLQJ(? ZKHUH
GLIIHUHQWPHPEHUVRIWKHKRXVHKROGOLYHDQGZRUNLQGLIIHUHQWSODFHVWHPSRUDULO\RU
SHUPDQHQWO\EXWVHQGUHPLWWDQFHV3HUPDQHQWPLJUDWLRQLVQRWFRPPRQDQGPLJUDWLRQ









7KH XVH RI KRXVHKROGV DV XQLWV RI DQDO\VLV LV EHFRPLQJ LPSRUWDQW EHFDXVH RI WKH
VXLWDELOLW\ DQG UHODWLYH DYDLODELOLW\ RI KRXVHKROG OLVWV GHULYHG IURP D FHQVXV RU D
VSHFLDOOLVWLQJZLWKLQDVDPSOHFOXVWHU&DVOH\DQG/XU\7KHKRXVHKROGLVDOVR
DVLWHRISURGXFWLRQDQGUHSURGXFWLRQDQGIRUPVWKHEDVLFHFRQRPLFGHFLVLRQPDNLQJ
XQLW +XOPH  REVHUYHG WKDW KRXVHKROGV DUH UHODWLYHO\ HDVLO\ LGHQWLILHG DQG
GHILQHGDQGWKH\SHUPLWDSSUHFLDWLRQRIKRXVHKROGFRSLQJDQGVXUYLYDOVWUDWHJLHVVXFK
DV LQFRPH DVVHWFRQVXPSWLRQDQG ODERXUSRROLQJ7KH\DOVRSHUPLW DSSUHFLDWLRQRI
OLQNEHWZHHQLQGLYLGXDOKRXVHKROGDQGJURXSFRPPXQLW\DQGDOVRDQXQGHUVWDQGLQJ
RI OLQNVEHWZHHQKRXVHKROG OLIHF\FOHDQGZHOOEHLQJ2QWKHRWKHUKDQG WKH\KDYH












KDYH WREH LGHQWLILHG DQGFDWHJRULVHG6DPSOLQJ LV WKXV WKHSURFHVVRI FKRRVLQJ WKH






SXUSRVLYHO\ VHOHFWHG EHFDXVH WKDW LV WKH RQO\ FRPSDQ\ SURFHVVLQJ FDVVDYD LQWR
+4&)VHHVHFWLRQRQVWXG\VLWHVHOHFWLRQ$PDVDZRUNVZLWKLQGLYLGXDOIDUPHUV




SLQHDSSOH IDUPLQJ LQ WKH DUHD DQG KDYH PLJUDWHG RXW RI WKH GLVWULFW :LWK WKLV
LQIRUPDWLRQ WKH UHVHDUFKHU GHFLGHG WR DSSO\ WKH VQRZEDOO VDPSOLQJ PHWKRG RI WKH
DYDLODEOH IDUPHUV ,Q VQRZEDOO VDPSOLQJ D UHVHDUFKHU PDNHV LQLWLDO FRQWDFW ZLWK D











IHPDOH IDUPHUV7KLV UHVHDUFK WKHUHIRUH WULHG WRDYRLGIDOOLQJ LQWR WKLV WUDSE\XVLQJ
ZHDOWKUDQNLQJWRVHOHFWWKHKRXVHKROGVLQDQXQELDVHGPDQQHU

:HDOWK UDQNLQJ LV WKH FDWHJRULVDWLRQ RI KRXVHKROGV EDVHG RQ WKHLU ZHDOWK RU VRFLR
HFRQRPLFVWDQGDUGVXVLQJORFDOO\GHILQHGLQGLFDWRUVRIZHDOWK ,W LVGHVLJQHGWRILQG






HW DO REVHUYHG WKDWZHDOWK UDQNLQJ WHFKQLTXHV DUHSHUFHLYHG WREH ÄURXJK
HVWLPDWHV(?RIVRFLRHFRQRPLFVWDWXVZKLOHWKHIRUPDOKRXVHKROGTXHVWLRQQDLUHLVVWLOO
UHJDUGHG DV WKH PRUH YDOLG DQG UHOLDEOH PHWKRG RI FROOHFWLQJ VRFLRHFRQRPLF
LQIRUPDWLRQ

:HDOWK LV WKH DFFHVV WR RU FRQWURO RYHU LPSRUWDQW HFRQRPLF UHVRXUFHV DQG WKLV LV
FKDUDFWHULVHGE\ OHYHOV RI LQFRPHDQGH[SHQGLWXUH$FFRUGLQJ WR&KDPEHUV 
WKH ZHDOWK VWDWXV RI DQ LQGLYLGXDO RU KRXVHKROG VRPHWLPHV GHWHUPLQHV WKH
YXOQHUDELOLW\ WR IDPLQH GLVHDVH SROLWLFDO RU VRFLDO H[SORLWDWLRQ DQG DFFHVV WR
JRYHUQPHQW VHUYLFHV 7KH GLYLVLRQ RI FRPPXQLWLHV LQWR ZHDOWK JURXSV WKHUHIRUH
SURYLGHVDVRXQGEDVLVIRUWKHLGHQWLILFDWLRQRIWDUJHWJURXSV$QRWKHULPSRUWDQFHRI
ZHDOWK UDQNLQJ FRXOG EH IRXQG LQ WKH IDFW WKDW PDQ\ SRYHUW\ DOOHYLDWLRQ SURJUDPV
VHHNWRLGHQWLI\QHHG\KRXVHKROGV WRHQVXUHPD[LPXPSURJUDPFRYHUDJHDQGWDUJHW
WKHDOORFDWLRQRI OLPLWHGUHVRXUFHV ,WDOVRSHUPLWV WKHGHYHORSPHQWRI IRFXVVHGDQG














RIGDWDFROOHFWLRQ7KH UHVHDUFKHU OHG WKHGLVFXVVLRQVZKLOHDQHQXPHUDWRU UHFRUGHG




9LOODJH 3DUWLFLSDQWV .H\,QIRUPDQWV 7RWDO
2IRULNURP   
6XKXP   
2NSHU   
.SHYH   







RI WKH 7UDGLWLRQDO &DWHUHUV $VVRFLDWLRQ $W HDFK RI WKH PHHWLQJV KHOG LQ WKH
FRPPXQLWLHVSDUWLFLSDQWVZHUHDVNHGWRLQGLFDWHW\SHVRIZHDOWKJURXSVWKH\SHUFHLYH
WR EH IRXQG LQ WKHLU FRPPXQLWLHV 7KH\ ZHUH WKHQ DVNHG WR JLYH WKH FKDUDFWHULVWLFV
WKDW WKH\ WKLQN RI VXFK ZHDOWK JURXSV ,Q WKH IXIX SURFHVVLQJ FRPPXQLWLHV
SDUWLFLSDQWVLQGLFDWHGWKUHHW\SHVRIZHDOWKJURXSVDV
x 6LNDIRXUWKRVHZKRKDYHDORWRIPRQH\WKHULFK
















ZHOODQG WKHUHIRUH LIDSDUWLFLSDQW MRLQVDJURXS WKDWRWKHUV IHHO WKDWKHVKHZDVQRW
EHLQJ KRQHVW WKH\ GLVDJUHHG ZLWK KLPKHU )LQDOO\ ZKHQ WKHUH ZHUH QR PRUH
GLVDJUHHPHQWVWKHJURXSLQJVZHUHDFFHSWHGDQGWKLVIRUPHGWKHEDVLVRIWKHVDPSOH
VL]HIRUHDFKFRPPXQLW\5HVXOWVRIWKHZHDOWKUDQNLQJDUHVKRZQLQ7DEOHEHORZ







HVSHFLDOO\ WKH NH\ LQIRUPDQWV ZHUH QRW SURFHVVLQJ FDVVDYD ,W WKHUHIRUH EHFDPH
LPSRUWDQWWKDWWKHVQRZEDOOVDPSOLQJPHWKRGEHXVHGWRLGHQWLI\RWKHUKRXVHKROGVLQ
WKH YDULRXV ZHDOWK JURXSV 'XULQJ WKH LQWHUYLHZ HDUOLHU UHVSRQGHQWV ZHUH DVNHG WR
LGHQWLI\RWKHUSHRSOH LQ WKHVDPHZHDOWKJURXSRURWKHUZHDOWKJURXSV7KLVKHOSHG
WKH UHVHDUFKHU DQG KLV WHDP WR ORFDWH WKH UHVW RI KRXVHKROGV LQ WKH YDULRXV ZHDOWK
JURXSVLQWHUYLHZHG

7KH ZHDOWK UDQNLQJ KHOSHG WKH UHVHDUFKHU WR VHOHFW WKH QHHGHG VDPSOH VL]H ZLWKRXW
ELDVWRDQ\SDUWLFXODUZHDOWKJURXSDVLQGLFDWHGDERYH7KHSDUWLFLSDQWVLQWKHVWXG\







































































































































































































WKHUHIRUH SUHIHUUHG WKDW D VDPSOH VL]H VKRXOG XVXDOO\ EH VPDOO :KDW FRQVWLWXWHV D
ODUJH HQRXJK VDPSOH IRU TXDOLWDWLYH UHVHDUFK LV VXEMHFW WR GHEDWH 3HUU\ 
/LDPSXWWRQJ	(]]\(YHQWKRXJK5RPDQRVXJJHVWHGWKDWWKHGHFLVLRQ
RQWKHQXPEHURIFDVHVLVOHIWWRWKHUHVHDUFKHU3HUU\ZDVRIWKHYLHZWKDWWKH
UHVHDUFKHUFRXOGDGGFDVHVXQWLO WKHRUHWLFDOVDWXUDWLRQ LV UHDFKHG$QRWKHUYLHZZDV
WKDWWKHVDPSOHVL]HGHSHQGVRQZKDWDUHVHDUFKHUZDQWVWRILQGRXWKRZWKHILQGLQJV
ZLOO EH XVHG DQG ZKDW UHVRXUFHV WKH UHVHDUFKHU KDV IRU WKH VWXG\ 3DWWRQ 












$Q LPSRUWDQW IDFWRU LQ WKH VXVWDLQDEOH OLYHOLKRRGV DSSURDFK LV VRFLDO GLIIHUHQWLDWLRQ
ZKLFK ZDV FRQVLGHUHG IRU WKLV VWXG\ 7KDW LV ZK\ LQ VHOHFWLQJ KRXVHKROGV IURP




IXIXKRXVHKROGV'XULQJ WKHSUHOLPLQDU\H[HUFLVH WRVHOHFWVWXG\DUHDV LWZDVREVHUYHG WKDW











L ,QWHUPHGLDU\+4&)SURFHVVRU    
LL )DUPHUVVXSSO\LQJFDVVDYDURRWVDQGJULWVWR$PDVD 
LLL )XIXSURFHVVLQJKRXVHKROGV     


























   
.RNRQWH )RULNURP 7HFKLPDQ
0XQLFLSDOLW\





   
 727$/     

'HYHORSPHQWRI'DWD&ROOHFWLRQ,QVWUXPHQWV








7KHFKHFNOLVWVZHUHGHVLJQHG LQYHU\VLPSOHDQGFOHDU(QJOLVK WRDOORZ IRUHDVHRI













7KHGDWD FROOHFWLRQ LQVWUXPHQWVZHUH WHVWHG DPRQJ VRPH IDUPHUV DQGSURFHVVRUV DW
$NZDGXP LQ WKH (DVWHUQ UHJLRQ 7KH UHVHDUFKHU DQG DQ HQXPHUDWRU LQWHUYLHZHG
WZHQW\KRXVHKROGVRYHUDWZRZHHNSHULRGWRDVVHVVWKHVWUHQJWKVDQGZHDNQHVVHVRI











6XKXP     .URER7ZL(ZH
6RNRGH7VLWR$Q\LUDZDVH.SHYH  (ZH
2IRULNURP     7ZL




'XH WR WKHYDULDWLRQ LQ ODQJXDJHV VSRNHQGLIIHUHQWHQXPHUDWRUVZHUHHPSOR\HG IRU
WKH SXUSRVH RI FRUUHFW WUDQVODWLRQ WR PDNH WKH GDWD FROOHFWLRQ HIIHFWLYH 7KH\ ZHUH
WUDLQHG LQ (QJOLVK DV WKH FKHFNOLVWV ZHUH LQ (QJOLVK DQG WKH\ KDG WR WUDQVODWH WKHVH
LQWRWKHLURZQGLDOHFWV$SDUWIURP7RWVXQ\D2NSHUDQG6XKXPZKHUHWKHHQXPHUDWRU
FRXOG VSHDN .URER DQG 7ZL WKH RWKHU DUHDV KDG GLIIHUHQW HQXPHUDWRUV 7KXV WKHUH
ZHUH WKUHHHQXPHUDWRUV LQDOO(YHQ WKRXJK7ZLZDVFRPPRQLQVRPHRI WKHDUHDV
WUDYHOOLQJGLVWDQFHDOVREHFDPHDSUREOHPKHQFHWKHXVHRIGLIIHUHQWHQXPHUDWRUVDW

















KXPDQH[SHULHQFHV$V 3RONLQJKRUQH SXWV LW ÄLWLV WKH OLIHZRUOG DV LW LV
OLYHGIHOWXQGHUJRQHDQGPDGHVHQVHRIDQGDFFRPSOLVKHGE\KXPDQEHLQJVWKDWLV
WKH REMHFW RI VWXG\(? 6HPLVWUXFWXUHG LQWHUYLHZ LV D IRUP RI JXLGHG LQWHUYLHZLQJ
ZKHUH RQO\ VRPH RI WKH TXHVWLRQV DUH SUHGHWHUPLQHG ,W GRHV QRW XVH D IRUPDO
TXHVWLRQQDLUHEXWDWPRVWDFKHFNOLVWRITXHVWLRQVDVDIOH[LEOHJXLGH%U\PDQ
,Q FRQWUDVW WR WKH IRUPDO VXUYH\ TXHVWLRQQDLUH PDQ\ TXHVWLRQV ZHUH IRUPXODWHG
GXULQJWKHLQWHUYLHZDQGVXFKTXHVWLRQVXVXDOO\DURVHIURPWKHUHVSRQGHQW
VUHVSRQVH
6HPLVWUXFWXUHG LQWHUYLHZV DOORZHG SDUWLFLSDQWV PRUH VFRSH WR GLJ RXW ZKDW SHRSOH
NQRZRUGRQRWNQRZDQGWRIROORZXSWRSLFVRILQWHUHVWDVWKH\DULVHLQWKHGLVFXVVLRQ










2Q WKH RWKHU KDQG VHPLVWUXFWXUHG LQWHUYLHZ LV XVXDOO\ WLPH FRQVXPLQJ DQG
H[SHQVLYH6XFFHVVIXOUHVHDUFKGHSHQGVRQWKHVNLOORIWKHLQWHUYLHZHU2FFDVLRQDOO\
WKHLQWHUYLHZHUPD\JLYHRXWXQFRQVFLRXVVLJQDOVWKDWPD\FRPSHOWKHUHVSRQGHQWWR
JLYH RXW DQVZHUV H[SHFWHG E\ WKH LQWHUYLHZHU 6RPHWLPHV GHSWK RI WKH TXDOLWDWLYH
LQIRUPDWLRQPD\EHGLIILFXOWWRDQDO\VH6RPHRIWKHLQIRUPDWLRQUHFHLYHGPD\QRWEH
YHU\UHOLDEOHDVLWLVGLIILFXOWWRH[DFWO\UHSHDWWKHVDPHTXHVWLRQVWRRWKHUUHVSRQGHQWV




DYDLODEOH )RU IXIX SURFHVVRUV WKH FKRS EDU RZQHUV DQG VRPH ZRUNHUV ZHUH
LQWHUYLHZHGVLQFHWKH\DUHDWWKHKHOPRIDIIDLUVDQGVRPHRIWKHPDUHDOVRKRXVHKROG




ZDV DGPLQLVWHUHG WR H[KDXVW PRVW RI WKH TXHVWLRQV SRVHG ,Q VRPH FDVHV VRPH


























'DWD ZDV FROOHFWHG IURP $PDVD XVLQJ D FKHFNOLVW 7KH GDWD FROOHFWHG ZHUH ERWK
TXDOLWDWLYHDQGTXDQWLWDWLYH7ZRGD\VZHUHXVHG WRFROOHFW WKHGDWDDV VRPHRI WKH
LQIRUPDWLRQRQWKH&RPSDQ\ZDVQRWUHDG\RQWKHILUVWDUUDQJHGGDWH7KHHVWLPDWHV








TXDOLWDWLYH UHVHDUFK LQIRUPDWLRQ LV FROOHFWHG IURP GLIIHUHQW VRXUFHV DV D IRUP RI
FURVVFKHFNLQJ WR LQFUHDVH YDOLGLW\ RI WKH GDWD FROOHFWHG %LUG  *UHHQH HW DO
0RUVH7KXVWKHIRFXVJURXSGLVFXVVLRQVDVDIRUPRIWULDQJXODWLRQZHUH
XVHG WR DVFHUWDLQ VRPH RI WKH LQIRUPDWLRQ FROOHFWHG GXULQJ WKH GDWD FROOHFWLRQ
H[HUFLVH 7KHUH ZHUH H[FKDQJHV EHWZHHQ SDUWLFLSDQWV ZLWK GLIIHUHQFHV RI RSLQLRQ
ZKLFK OHG WR JUHDWHU LQVLJKWV LQWR WKHLU SHUFHSWLRQV :DUEXUWRQ DQG 0DUWLQ 





WKH H[HUFLVH 6XFK LQIRUPDWLRQ LV PRUH DFFXUDWH DQG UHOLDEOH EHFDXVH LQGLYLGXDO
UHVSRQVHVDUH VXEMHFWHG WR LPPHGLDWHH[DPLQDWLRQDQGFURVVYHULILFDWLRQ IURPRWKHU




&RPPRGLW\ 9LOODJH 'LVWULFW 3DUWLFLSDQWV 7RWDO












+RERU *D:HVW   

$VHFRQGURXQGRI)RFXV*URXS'LVFXVVLRQVZDVKHOGLQWKHFRPPXQLWLHVWRGLVFXVV
WKH GUDIW YDOXH FKDLQV RI WKH WKUHH SURGXFWV 7KH FRQFHSW RI YDOXH FKDLQV ZDV
H[SODLQHG WR WKH IDUPHUV DQG SURFHVVRUV DQG KRZ WKH PDSSLQJ ZDV GRQH 7KLV
JHQHUDWHG D ORW RI GLVFXVVLRQV DPRQJ WKH SDUWLFLSDQWV 7KHUH ZHUH VRPH PLQRU











LQWR WKH GLVFXVVLRQV 'XULQJ IRFXV JURXS GLVFXVVLRQV WKH WHQGHQF\ WR GRPLQDWH WKH





7KH IRFXV JURXS GLVFXVVLRQV ZHUH XVHG WR YDOLGDWH LQIRUPDWLRQ FROOHFWHG IURP
KRXVHKROGV DQG LQGLYLGXDOV 7KLV H[SODLQV ZK\ WKH FKHFNOLVWV IRU WKH LQGLYLGXDO
KRXVHKROGLQWHUYLHZVDQGWKDWRI WKHIRFXVJURXSGLVFXVVLRQVZHUHDOPRVW WKHVDPH




7KH UHVHDUFK XVHG WKH 6/$ DQG 9&$ DSSURDFKHV FROOHFWLQJ TXDOLWDWLYH DQG
TXDQWLWDWLYH GDWD FRQFXUUHQWO\ 7KH KRXVHKROG DQG LQGLYLGXDO FKHFNOLVWV ZHUH
GHVLJQHG VXFK WKDW TXDQWLWDWLYH GDWD ZHUH FROOHFWHG RQ VRPH DVSHFWV RI KRXVHKROG
DVVHWV GHPRJUDSKLF FKDUDFWHULVWLFV DQG HVWLPDWHV IRU SURGXFWLRQ DQG SURFHVVLQJ RI
FDVVDYDZKLOHWKHUHVWRIWKHGDWDZHUHTXDOLWDWLYH



























FKLS WHFKQLTXH ZHUH GHYHORSHG E\ WKH )5, 7KXV WKH\ KDYH ZHOO WUDLQHG VWDII ZKR
DVVLVWHGZLWKWKHGHPRQVWUDWLRQV

7KH WHFKQRORJ\ WUDQVIHU SURFHVV LQYROYHG DZDUHQHVV FUHDWLRQ PHHWLQJV EHWZHHQ
-DQXDU\DQG0DUFKZLWKWKHSRXQGHG IXIXDQGNRNRQWHSURFHVVLQJKRXVHKROGV
$IWHU WKH DZDUHQHVV FUHDWLRQ GDWHV ZHUH DJUHHG XSRQ IRU WKH GHPRQVWUDWLRQ WR EH
KHOG,Q6XKXPPHPEHUVRIWKH7UDGLWLRQDO&DWHUHUV$VVRFLDWLRQ7&$DJUHHGRQWK
0D\  ZKLOH LQ 6RNRGH DUHD WKH\ DJUHHG RQ WK 0DUFK  +RXVHKROGV LQ
6XKXP HQJDJHG LQ WKH FKRS EDU RSHUDWLRQV WKDW ZHUH QRW SUHVHQW DW WKH PHHWLQJV
ZKHUHWKHGDWHDQGYHQXHRIGHPRQVWUDWLRQVZHUHDJUHHGXSRQZHUHLQYLWHGWKURXJK






















$IWHU WKH GHPRQVWUDWLRQ DOO SDUWLFLSDQWV KDG D VKDUH RI WKH IXIX WR HDW DQG DQ
DVVHVVPHQWZDVGRQH3DUWLFLSDQWVZHUHFRQFHUQHGDERXWWKHVKHOIOLIHRIWKHIXIXDIWHU
LWKDVEHHQSUHSDUHG,WZDVH[SODLQHGWKDWLWFDQEHNHSWIRUWKHZKROHGD\DQGFRXOG
EH VXEMHFWHG WR WKH VDPH FRQGLWLRQV DV WKDW RI WUDGLWLRQDO IXIX 2Q WKH TXHVWLRQ RI
JHWWLQJFXVWRPHUV WRNQRZ WKDW WKH\KDYH VXFKDSURGXFW WKHSDUWLFLSDQWV VDLG WKH\
ZRXOG DFKLHYH WKDW E\ GLVSOD\LQJ WKH IXIX SDFNHWV DW WKH FKRS EDUV DQG YHUEDOO\




7KH SDUWLFLSDQWV ZHUH DVNHG WR DVVHVV WKH VHQVRU\ DQG RWKHU FKDUDFWHULVWLFV RI WKH
LQVWDQW IXIX EDVHG RQ WDVWH UHOLHYLQJ GUXGJHU\ DIIRUGDELOLW\ K\JLHQH VPRRWKQHVV






NRNRQWH SURFHVVRUV VW 0DUFK DQG VW $SULO  ZHUH DJUHHG XSRQ IRU WKH
GHPRQVWUDWLRQV WR WDNH SODFH DQG WKH YHQXH VHOHFWHG ZDV WKH RSHQ VSDFH ZKHUH ZH
KHOG DOO SUHYLRXV PHHWLQJV 7KH WHFKQRORJ\ LQYROYHG SHHOLQJ RI FDVVDYD ZDVKLQJ
VOLFLQJ ZLWK WKH PDFKLQH DQG WKHQ GU\LQJ 7KH WZR GD\ WHFKQRORJ\ WUDQVIHU IRU WKH
SURFHVVLQJRIWKH)5,NRNRQWHIORXUZDVKHOGRQVW0DUFKDQGVW$SULOIRU
WUDLQHHV IURP 7RWVXQ\D2NSHU )RXUWHHQ WUDLQHHV FRPSULVLQJ RI  PDOHV DQG 
IHPDOHV SDUWLFLSDWHG LQ WKH ILUVW RI WKH WUDLQLQJ 7KLUW\RQH WUDLQHHV FRPSULVLQJ 
PDOHVDQGIHPDOHVWRRNSDUWGXULQJWKHVHFRQGWUDLQLQJ

7R ZKLS XS PRUH LQWHUHVW LQ WKH WHFKQLTXH DQ H[FXUVLRQ ZDV RUJDQLVHG IRU WKH
SURFHVVRUVWRWKH)5,FDVVDYDSURFHVVLQJFHQWUHDW$PDVDPDQLQWKH*D:HVW'LVWULFW
WR VHH WKH SURFHVVHV LQYROYHG LQ SURGXFLQJ WKH NRNRQWH DQG RWKHU SURGXFWV VXFK DV
JDULDQGFDVVDYDIORXU$WWKHPHHWLQJWKHIDUPHUSURFHVVRUVZHUHDVNHGWRVHOHFW
SHRSOHPDNLQJVXUHWKDWPHQDQGZRPHQZHUHJLYHQHTXDOFKDQFHV7KHQXPEHUZDV
SHJJHG DW  EHFDXVH WKH PLQLEXV ZKLFK ZDV KLUHG FRXOG WDNH  SHRSOH 7KDW LV
DGGLQJ WKH GULYHU DQG WKH UHVHDUFKHU WR PDNH LW  7KH  SDUWLFLSDQWV VHOHFWHG


LQFOXGHG  PHQ DQG  ZRPHQ 7KH\ H[SODLQHG WKDW WKH ILJXUH ZDV QRW EDODQFHG
EHFDXVH PRVW RI WKH ZRPHQ ZHUH LQYROYHG LQ RWKHU DFWLYLWLHV ZKLFK GLG QRW DOORZ




ZKLFK ZHUH FRVW RI WKH WHFKQRORJ\ GU\LQJ RI WKH FKLSV K\JLHQH FRORXU DQG





7KH FKDSWHU GLVFXVVHG WKH PHWKRGRORJ\ XVHG IRU WKH UHVHDUFK 7KH 6/$ DQG 9&$
ZHUH FRPELQHG XVLQJ TXDQWLWDWLYH DQG TXDOLWDWLYH GDWD /RFDWLRQV ZHUH VHOHFWHG LQ
VHYHQ GLVWULFWV LQ *KDQD $ VDPSOH VL]H RI  KRXVHKROGV DQ LQWHUPHGLDU\ FDVVDYD
SURFHVVLQJ FRPSDQ\ $PDVD DQG  LQGLYLGXDO FDVVDYD IDUPHUV ZKR VXSSOLHG
FDVVDYDWRWKH&RPSDQ\ZHUHVHOHFWHGIRUWKHUHVHDUFK7KHKRXVHKROGVZHUHVHOHFWHG
XVLQJ ZHDOWK UDQNLQJ DQG VQRZEDOO VDPSOLQJ ZKLOH WKH SURFHVVLQJ FRPSDQ\ ZDV
SXUSRVLYHO\ VHOHFWHG DQG WKH LQGLYLGXDO FDVVDYD IDUPHUVZHUH VHOHFWHGRXWRI
IDUPHUV XVLQJ WKH ÄDYDLODEOH VXEMHFWV(? PHWKRG 9DOXH FKDLQV ZHUH PDSSHG IRU
SRXQGHG IXIX NRNRQWH DQG +4&)  'DWD ZDV FROOHFWHG XVLQJ VHPLVWUXFWXUHG








7KHDLPRI WKLVFKDSWHU LV WRH[DPLQH WKH OLYHOLKRRGVRISRXQGHG IXIXSURFHVVRUV LQ
WKH IXIX YDOXH FKDLQ LQ 6XKXP (DVWHUQ 5HJLRQ 6RNRGH 7VLWR $Q\LUDZDVH DQG
.SHYH9ROWD5HJLRQ7KHVWXG\H[DPLQHGWKHLUVRFLRHFRQRPLFFKDUDFWHULVWLFVDQG
WKHLU OLYHOLKRRGV ORRNLQJ DW WKHLU DVVHWV SK\VLFDO ILQDQFLDO KXPDQ VRFLDO DQG
QDWXUDODQGKRZVKRFNVWUHQGVDQGVHDVRQDOLW\IDFWRUVDIIHFWVWUDWHJLHVWKDWWKH\XVH
WRDFKLHYHWKHLUOLYHOLKRRGREMHFWLYHV$VLQGLFDWHGLQ&KDSWHUWKUHHZHDOWKJURXSV










7KH VRFLRHFRQRPLF FKDUDFWHULVWLFV VWXGLHG ZHUH VH[ WULEH UHOLJLRQ PDULWDO VWDWXV
DJHDQGKRXVHKROGKHDGVKLS





7KHLU HWKQLF EDFNJURXQG VKRZV WKDW WKH UHVSRQGHQWV ZHUH PRVWO\ (ZH 
IROORZHGE\.URER$NDQDQG*D7KHKLJKSRSXODWLRQRIWKH(ZH










+DOI RI WKH SURFHVVRUV ZHUH DERYH  \HDUV ROG DQG  ZHUH LQ WKH  DJH
FRKRUWVZKLOHZHUHEHWZHHQ\HDUVDQG WKHUHVWZHUHEHORZ\HDUV
7DEOH7KLVPHDQVWKDWDOPRVWRIWKHSURFHVVRUVDUHDERYH\HDUVDQGWKLV
























































7KH HGXFDWLRQDO VWDWXV RI WKH SURFHVVRUV VKRZHG WKDW  RI WKHP KDG VHFRQGDU\
HGXFDWLRQKDGEDVLFHGXFDWLRQDQGQHYHUZHQWWRVFKRRO7DEOH,WZDV
REVHUYHGWKDWDOOKRXVHKROGVIRXQGLQWKH6LNDIRXUFDWHJRU\KDGEDVLFHGXFDWLRQZKLOH






















QRQHRI WKHPKDG WHUWLDU\ HGXFDWLRQDQGRQO\ KDG VHFRQGDU\ HGXFDWLRQPHDQV
WKDWWKH\JHQHUDOO\KDYHDORZOHYHORIHGXFDWLRQDQGWKLVFRXOGDIIHFWVRPHRIWKHLU
DFWLYLWLHV 6LPLODUO\ ORZ OHYHOV RI HGXFDWLRQ ZHUH REVHUYHG LQ RWKHU VWXGLHV DPRQJ
ZRPHQFDVVDYDSURFHVVRUV2MRPR2GHERGH,QFRQWUDVWRWKHUDXWKRUV
REVHUYHGDKLJKHUSHUFHQWDJHRIHGXFDWHGZRPHQLQFDVVDYDSURFHVVLQJ$PDRHWDO
 2JXQOH\H HW DO  )RU WKLV JURXS RI SURFHVVRUV ILJXUHV IRU WKRVH ZKR
QHYHUDWWHQGHGVFKRROZHUHORZHUWKDQWKHQDWLRQDOILJXUHZKLOHWKRVH
IRUVHFRQGDU\HGXFDWLRQDUHDOVRORZHUWKDQWKHQDWLRQDOILJXUHEXWWKH
ILJXUH IRU WKRVH ZKR KDYH EDVLF HGXFDWLRQ RQO\  LV KLJKHU WKDQ WKH QDWLRQDO





RUJDQLVHGDORQJVLGHIRRGIDLUVDWGLVWULFWDQGUHJLRQDO OHYHOV ,W LVHQYLVDJHGWKDW WKH























7KH KHDOWK VWDWXV RI D SHRSOH JHQHUDOO\ GHWHUPLQHV WKH TXDOLW\ RI OLIH OHYHO RI
SURGXFWLYLW\DQG OLIHH[SHFWDQF\*667KHVLJQVRIJRRGKHDOWKDPRQJ IXIX
SURFHVVLQJ KRXVHKROGV DUH DQ LQGLFDWLRQ WKDW WKH\ KDYH D KLJK OHYHO RI SURGXFWLYLW\





DQG WKHQ LQ  LW ZDV *+ *UE  UHSRUWHG WKDW DOPRVW  PLOOLRQ
SHRSOHZHUH UHJLVWHUHGE\ WKH VFKHPH LQ WKHFRXQWU\(YHQ WKRXJK D ODUJHUQXPEHU
 RI WKH KRXVHKROGV KDYH QRW UHJLVWHUHG ZLWK WKH 1+,6 LW LV KRSHG WKDW DV
HGXFDWLRQ LV DGYDQFLQJ LQ WKH FRXQWU\ WKH\ ZRXOG HYHQWXDOO\ UHJLVWHU DQG WKH








7KH PDMRULW\ RI WKH KRXVHV  LQ ZKLFK WKRVH LQWHUYLHZHG OLYH DUH EXLOW ZLWK
FHPHQWEORFNVDQGURRIHGZLWKHLWKHULURQRUDVEHVWRVVKHHWVZKLOHVRPHKRXVHKROGV








LURQVKHHWV WKXV WKH\JR LQ IRU WKHFKHDSHUKRXVLQJXQLWV WKDWDUHZLWKLQ WKHLU OLPLW
7KHPXGEULFNKRXVHVDUHPRVWO\IRXQGLQWKH+RSHULXUEDQDUHDZKLOHWKHFHPHQW
EORFN KRXVHV DUH PRUH FRPPRQ LQ 6XKXP ZKLFK LV D IDVW GHYHORSLQJ WRZQ
$FFRUGLQJ WR*66D OLWWOHRYHURI*KDQDLDQV OLYH LQ WKHLURZQKRXVHV
DERXW  KLJKHU WKDQ WKH ILQGLQJV RI WKLV VWXG\ 7KH KLJK FRVW RI FRQVWUXFWLQJ RU
EX\LQJQHZEXLOGLQJVKDVSUHYHQWHGPDQ\SHRSOH IURPRZQLQJ WKHLUKRPHVEXW WKH

















ODQGORUG 7KH FKRS EDU EXLOGLQJV DUH HLWKHU FHPHQW EXLOGLQJV RU ZRRGHQ VWUXFWXUHV
URRIHGZLWKLURQVKHHWVVHH3ODWHRQSDJH:KLOHVRPHRIWKHFKRSEDUVDUH
ORFDWHGRQIDPLO\SORWVVRPHDUHORFDWHGRQUHQWHGSORWVRUDUHSHUPDQHQWO\DFTXLUHG
6LQFH WKH ODQG EHORQJV WR GLIIHUHQW IDPLOLHV DQG LQGLYLGXDOV WKH ODQG UHQW UDQJHV
EHWZHHQ*+DQG*+SHUPRQWK










PHDW ILVKDQGYHJHWDEOHV7KHUHDUHFHLOLQJ IDQVZDOOFORFNVDQGVRXQGV\VWHPV LQ
WKH EDUV EXW WKH\ DUH OLPLWHG WR D IHZ FDVHV RQO\ $OO WKHVH DULVH RXW RI PDUNHW
FRPSHWLWLRQ6RPHSURFHVVRUV LQGLFDWHG WKDWFRQVXPHUVSDWURQLVH WKHZHOO IXUQLVKHG
DQGPRUHPRGHUQFKRSEDUVPRUHWKDQWKRVHZLWKWKHROGHQZRRGHQFKDLUVDQGWDEOHV
DQG WKLV LV IRUFLQJ WKHP WR LPSURYH WKH IXUQLWXUH LQ WKH FKRS EDU 7KH KRXVHKROGV
WKURXJK WKHLU RZQ ORFDO SHUFHSWLRQV KDYH FRPH WR WKH UHDOLVDWLRQ WKDW FRQVXPHU








7KH PDLQ VRXUFHV RI HQHUJ\ LQFOXGH FKDUFRDO /LTXHILHG 3HWUROHXP *DV /3*
ILUHZRRGDQGHOHFWULFLW\$OOKRXVHKROGVVWXGLHGZHUHFRQQHFWHGWRHOHFWULFLW\ZKLFK
LV PDLQO\ XVHG IRU OLJKW DQG IRU KRXVHKROG HTXLSPHQWV VXFK DV FHLOLQJ IDQV

























DQ LQFUHDVHG DFFHVV WR SRWDEOH ZDWHU DQG DGHTXDWH WRLOHW IDFLOLWLHV LQ ERWK UXUDO DQG
XUEDQDUHDVPDNLQJDFFHVVWRWKHVHSK\VLFDOVHUYLFHVSRVLWLYH7KHVHUYLFHHVWLPDWHG
WKDW  RI KRXVHKROGV KDYH DFFHVV WR SLSHERUQH ZDWHU  ZHOO ZDWHU DQG
 IURP QDWXUDO DQG RWKHU VRXUFHV 7KH IXIX SURFHVVLQJ LQGXVWU\ XVHV D ORW RI
ZDWHU7KLVLVEHFDXVHZDWHULVQHHGHGIRUZDVKLQJSHHOHGFDVVDYDERLOLQJSRXQGLQJ




QRW &XVWRPHUV WKHUHIRUH XVH SXEOLF WRLOHWV ZKHQ WKH QHHG DULVHV 7KH FKRS EDU
HQYLURQPHQW LV XVXDOO\ NHSW FOHDQ EHFDXVH WKH (QYLURQPHQWDO +HDOWK ,QVSHFWRUV
DOZD\VFKHFNDQGSURVHFXWHFKRSEDURZQHUVZKR UHIXVH WRNHHS WKHLUHQYLURQPHQW
FOHDQ(YHQWKRXJKWKH\KDYHQRWSURYLGHGWRLOHWIDFLOLWLHVWKHUHDUHSXEOLFSODFHVRI
FRQYHQLHQFH LQ DOO WKH VWXG\ DUHDV EXW WKH\ PXVW EH HQFRXUDJHG WR SURYLGH DW OHDVW


XULQDOV VLQFH QRW DOO RI WKHP KDYH WKLV IDFLOLW\ *66  UHSRUWHG WKDW D ILIWK RI












WUXQNURDGV LVGLIILFXOWDV WKHIHHGHU URDGVDUH LQDSRRUVWDWH+RXVHKROGV WKHUHIRUH
KDYH SUREOHPV ZLWK WUDQVSRUWDWLRQ HVSHFLDOO\ WKH FRVW 2QO\ RQH KRXVHKROG ZKLFK
EHORQJVWRWKH6LNDIRXUFDWHJRU\RZQVDSLFNXSYHKLFOH,QWKLVSDUWLFXODUFDVHWKH





WR FUHGLW IDFLOLWLHV KDV EHHQ GLVFXVVHG LQ VHFWLRQ  XQGHU ILQDQFLDO VHUYLFH
SURYLGHUV+RXVHKROGVZKRVWDUWHG WKH IXIXFKRSEDUEXVLQHVVKDGYDULHGVRXUFHVRI
VWDUWLQJ FDSLWDO 6RXUFHV LQFOXGH FDVK FDSLWDO IURP SDUHQWV  VRPH WRRN RYHU
IURP SDUHQWV  DQG WKH UHVW ZHUH IURP SHWW\ WUDGLQJ DGGLWLRQ RI FKRS EDU WR
GULQNLQJ EDU DQG UHPLWWDQFHV 7DEOH  $ GLYRUFHH LQGLFDWHG WKDW GXULQJ WKH
GLYRUFHWKHKXVEDQGFRPSHQVDWHGKHUZLWKVRPHPRQH\ZKLFKVKHXVHGWRVWDUWWKH




7KH PRVW LPSRUWDQW DVSHFW RI WKH VRXUFHV RI VWDUWLQJ FDSLWDO ZDV ÄWDNLQJ RYHU IURP
SDUHQWV(?7KLV LV EHFDXVH HYHQ WKRXJK SURFHVVRUV ZKR WRRN FDVK IURP WKHLU SDUHQWV
ZHUH PRUH WKH SHRSOH ZKR LQKHULWHG WKH EXVLQHVV KDYH DFFXPXODWHG D ORW RI


NQRZOHGJH DQG VNLOOV ZKLFK WKH QHZ HQWUDQWV PLJKW ODFN 7KH XVH RI IDPLO\ ODERXU
EHFRPHVDQ LPSRUWDQW LVVXH LQ IXIXSURFHVVLQJEHFDXVH WKH\RXQJHUJLUOV OHDUQIURP
WKHLUSDUHQWVRQ WKH MRE%ULWZXP QRWHG WKDW WKHUHZDVYHU\ OLWWOH VHSDUDWLRQ
EHWZHHQZRUNDQGGRPHVWLF OLIH DVZHOO DV ODERXURUJDQLVDWLRQVEHFDXVH DOO IDPLO\


















6RFLDO FDSLWDO LV GLVFXVVHG LQ WKH FRQWH[W RI JURXSV DQG DFFHVV WR LQIRUPDWLRQ 7KH





,Q 6XKXP SURFHVVRUV DUH ZHOO RUJDQLVHG LQWR WKH 7&$ ZKLFK LV D EUDQFK RI WKH
5HJLRQDO $VVRFLDWLRQ LQ WKH (DVWHUQ 5HJLRQ 7KH\ DWWHQG ZHHNO\ PHHWLQJV DQG
FRQWULEXWHGXHVRI*+)?DZHHN7KH\KDYHDQDSSHOODWLRQZKLFKLVZHOONQRZQ
WRDOOPHPEHUV2QPHHWLQJ\RXUFROOHDJXH\RXVDOXWHKLPKHU³$GXDQLSD´DQGWKH
UHVSRQVH LV ³HPD QNRVXR´  ³HPD DZDUH VR´ 7KDW LV JRRG IRRG PDNHV ZRUN WR


SURJUHVV DQG DOVR PDNHV DQ LQWHUHVWLQJ DQG HYHUODVWLQJ PDUULDJH %HQHILWV RI WKH
JURXSPHPEHUVKLSLQFOXGHWKHILQDQFLDOFRQWULEXWLRQVDQGDWWHQGDQFHRIPHPEHUVDW
ELUWKGD\ SDUWLHV ZHGGLQJV IXQHUDOV DQG RWKHU VRFLDO DFWLYLWLHV RUJDQLVHG E\ DQ\
PHPEHURI WKH$VVRFLDWLRQ2WKHUEHQHILWVZHUH WKHLU OLQNVZLWK WKH*7%8QLOHYHU
DQG&HQWUHIRU,QGLJHQRXV%XVLQHVV$VVRFLDWLRQ&,%$DVGLVFXVVHGLQVHFWLRQ
'XULQJ WKH IRFXV JURXS GLVFXVVLRQ RQH RI WKH SDUWLFLSDQWV IRXQG LQ WKH 2KLDIRXU
FDWHJRU\KDGWKLVWRVD\DERXWWKH$VVRFLDWLRQ
³:KHQP\KXVEDQGGLHG ,KDGQRPRQH\DQGQRRQH WR WXUQ WR
+RZHYHU WKH H[HFXWLYHV DSSURDFKHG PH DQG LQGLFDWHG WKHLU
UHDGLQHVV WR DVVLVW PH ILQDQFLDOO\ GXULQJ WKH IXQHUDO DQG WKH\




$FFHVV WR LQIRUPDWLRQ LV QRW ODFNLQJ EHFDXVH RI WKHLU UHODWLRQVKLSV ZLWK 9HWHULQDU\
2IILFHUV RI 02)$ +HDOWK ,QVSHFWRUV RI *KDQD +HDOWK 6HUYLFH *+6 8QLOHYHU
*7%DQGWKH7&$,QIRUPDWLRQRQDQLPDOVIRUVODXJKWHULVSURYLGHGE\WKHH[WHQVLRQ
RIILFHUV RI 02)$ DQG *+6 7KH 7&$ RI 6XKXP LV D PDMRU IRUP RI KRUL]RQWDO
OLQNDJHZKHUH LQIRUPDWLRQ LV VKDUHG UHJXODUO\7KH\KDYHHDV\DFFHVV WRHDFKRWKHU
DQG WKH\ PHHW HYHU\ :HGQHVGD\ WR GLVFXVV PDWWHUV DIIHFWLQJ WKHLU ZRUN DQG WKHLU
ZHOIDUH ,QIRUPDWLRQ VKDULQJ LV YHU\ FRPPRQ DPRQJ WKH FKRS EDU RSHUDWRUV
HVSHFLDOO\RQWKHVRXUFHVRILQSXWVDQGSULFLQJRIWKHLUSURGXFWV















7KH XVH RI WKH WHOHSKRQH KDV EHFRPH QHFHVVDU\ EHFDXVH UHVSRQGHQWV LQGLFDWHG WKDW
WKH\QR ORQJHUKDYH WRPRYH WRSODFHV WR UHTXHVW LQSXWVVXFKDVFDVVDYD ILVKPHDW
DQGGULQNVIRUWKRVHZKRKDYHDWWDFKHGGULQNLQJVSRWVWRWKHFKRSEDUV,WKDVPDGHLW
HDVLHUIRUWKHPWRFRQWDFW WKHLUVXSSOLHUVDQGWKLVKDVUHGXFHGWKHLUWUDYHOOLQJRXWRI
WKHLU VWDWLRQVJUHDWO\7KHSURFHVVRUV DGPLWWHG WKDW WKH\GRQRWXVH LW RQO\ IRU WKHLU
EXVLQHVVEXWIRUIDPLO\DQGRWKHUVRFLDOPDWWHUV6RPHHYHQVDLGWKDWWKH\VHHLWDVD
SUHVWLJHWRFDUU\DPRELOHSKRQHLQSXEOLF0RVWRIWKHVHILQGLQJVDUHFRQVLVWHQWZLWK
WKDW RI 6H\  ZKR REVHUYHG WKDW VRPH SHRSOH XVH WKH PRELOH SKRQH WR JHW
ILQDQFLDO DVVLVWDQFH NHHS LQ WRXFK ZLWK ORYHG RQHV DQG DUUDQJH FRQWUDFWV IRU
H[HFXWLRQDQGPRVWO\WREHLQWRXFKZLWKIDPLO\DQGIULHQGV6LPLODUO\PDUNHWDFWRUV
LQ WKH IXIX PDUNHW FKDLQ LQ ,IR PDUNHW LQ 1LJHULD $GHED\R  DQG VPDOOVFDOH
IDUPHUVDQGWUDGHUVLQ7DQ]DQLD%HQJOHVWRUIIDOVRDJUHHGWKDWPRELOHSKRQHV
DUHJRRG LQVSUHDGLQJPDUNHW LQIRUPDWLRQHYHQ WKRXJK WKH\FRPSODLQHGRI WKHKLJK




PHHW D IULHQG RU D FXVWRPHU WKH ILUVW WKLQJ LV WR DVN IRU \RXU SKRQH












RI WKH LQIRUPDWLRQ HTXLSPHQW WR WKHLU DGYDQWDJH DV WKH\ QHHG LQIRUPDWLRQ WR PDNH
GHFLVLRQV RQ OLYHOLKRRG VWUDWHJLHV DQG LQIRUPDWLRQ RQ SROLFLHV WKDW DIIHFW WKHLU







7KHUH LVYHU\JRRGDQGHDV\DFFHVV WR ODQG LQ WKH WZR ORFDWLRQV/DQG LVRZQHGE\
IDPLOLHVDQGIDPLO\PHPEHUVKDYHIUHHDFFHVVE\FRQVXOWLQJWKHIDPLO\KHDG6HWWOHUV
HLWKHU KLUH RU KDYH RXWULJKW SXUFKDVH RI WKH ODQG IRU UHVLGHQWLDO SXUSRVHV DQG WKHLU
FKRSEDURSHUDWLRQV:KLOHVRPHRIWKHFKRSEDUVDUHORFDWHGRQIDPLO\SORWVVRPH
DUH ORFDWHG RQ UHQWHG SORWV RU DUH SHUPDQHQWO\ DFTXLUHG 6LQFH WKH ODQG EHORQJV WR




WKH ZRPHQ RSHUDWH WKH FKRS EDUV 2QH KRXVHKROG IRXQG LQ WKH 6LNDIRXU FDWHJRU\
LQGLFDWHG WKDW WKH KXVEDQG VXSSOLHV FDVVDYD DQG LQJUHGLHQWV VXFK DV WRPDWR SHSSHU










3ULFHV RI LQSXWV XVXDOO\ JR XS ZLWK WKH OHDVW LQFUHDVH LQ WKH SULFH RI SHWUROHXP
SURGXFWV:RUOGFUXGHRLOSULFHKLNHVEHWZHHQDQGOHGWRLQFUHDVHVLQWKH











LQSXWV JR XS ZH ILQG LW WR UDLVH PRUH PRQH\ WR EX\ VXFK
LWHPVDQGRXUVLWXDWLRQVEHFRPHZRUVH´

,Q WKH GU\ VHDVRQ WKH ODQG EHFRPHV YHU\ KDUG DQG KDUYHVWLQJ RI FDVVDYD EHFRPHV
GLIILFXOW7KLVOHDGVWRDQLQFUHDVHLQWKHSULFHRIFDVVDYDDQGWKHQIXIX$QRWKHULVVXH
LVWKHVSRLODJHRIFDVVDYD'XULQJWKHWUDQVLWLRQEHWZHHQWKHGU\VHDVRQDQGWKHUDLQ\
















2QHRI WKHPDLQREMHFWLYHVRI IXIX SURFHVVRUV LV WR DFKLHYH DQ LQFUHDVHG LQFRPH LQ
RUGHUWRLPSURYHRQWKHLUVWDQGDUGRIOLYLQJ$IHZKRXVHKROGVLQGLFDWHGWKDWLQFRPHV
KDYHVOLJKWO\LPSURYHGRYHUWKHSDVWILYH\HDUVEXWWKHPDMRULW\LQGLFDWHGRWKHUZLVH
,PSURYHPHQW LQ LQFRPH KDV OHG WR VRPH RI WKH KRXVHKROGV FRPSOHWLQJ WKHLU QHZ
KRXVHV DFTXLULQJ PRUH SK\VLFDO DVVHWV OLNH WHOHYLVLRQV UDGLRV PRELOH SKRQHV DQG





IXUQLVKLQJV DQG ILWWLQJV OLNH SODVWLF FKDLUV IULGJHV WR SURYLGH LFHG ZDWHU DQG VRIW
GULQNV OLQROHXP FDUSHWV RQ WKH IORRU DQG VRXQG V\VWHPV WR SURYLGH PXVLF WR


FXVWRPHUV7KHDWWHQGDQWV LQ VRPHRI WKHVHFKRSEDUVQRZXVHSUHVFULEHGXQLIRUPV
ZLWK DSURQV DQG WKH\ ORRN QHDW DQG VPDUW 3URFHVVRUV ZKRVH LQFRPHV KDYH QRW
LPSURYHG FRPSODLQHG RI LQDGHTXDWH ILQDQFLDO FDSLWDO ODFN RI FUHGLW IDFLOLWLHV IRU




7KH HGXFDWLRQDO OHYHOV RI DGXOWV LQ WKH KRXVHKROGV KDYH EHHQ IRXQG WR EH ORZ
+RZHYHUWKHUHLVDQLPSURYHPHQWLQWKHOHYHORIHGXFDWLRQRIWKHLUFKLOGUHQDVDOOWKH
FKLOGUHQ RI VFKRROJRLQJ DJH DUH LQ VFKRRO DQG VRPH KDYH DOUHDG\ FRPSOHWHG 7KLV
FRXOG EH DWWULEXWHG WR WKH )UHH &RPSXOVRU\ 8QLYHUVDO %DVLF (GXFDWLRQ )&8%(
SROLF\LQWKHFRXQWU\7KHUHZHUHQRUHSRUWHGFDVHVRIEDVLFVFKRROGURSRXWV$WWKH
VHFRQGDU\DQGWHUWLDU\OHYHOIHHVDUHSDLGDQGWKHUHVSRQGHQWVLQGLFDWHGWKDWVRPHRI
WKHLUFKLOGUHQDUHDFWXDOO\ LQVHFRQGDU\DQG WHUWLDU\ LQVWLWXWLRQVEXWQRWDOORI WKHP







$OO KRXVHKROGV DUH LQ JRRG KHDOWK DQG WKHUH ZHUH QR FDVHV RI GLVHDVH RXWEUHDNV RU
VHULRXVDLOPHQWV7KRVHZKRKDYHQRWUHJLVWHUHGZLWKWKH1+,6KDYHEHHQDEOHWRSD\
WKHLU KRVSLWDO ELOOV ZLWKRXW KLQGUDQFH 0RUHRYHU WKHUH DUH IUHH YDFFLQDWLRQ
SURJUDPPHV IRU DOO FKLOGUHQ DQG WKH\ KDYH DFFHVV WR KHDOWK IDFLOLWLHV LQ WKH
FRPPXQLWLHV

0RVWSURFHVVRUV LQGLFDWHG WKDW WKH\HQMR\ WKHLUSHDFHRIPLQG LQZKDWHYHU WKH\DUH
GRLQJHLWKHULQWKHKRXVHRUDWWKHFKRSEDU$IHZRIWKHPKRZHYHUVDLGWKDWGXHWR
ILQDQFLDOGLIILFXOWLHV LWKDVQRWEHHQHDV\ IRU WKHPDV WKH\FDQQRWPDNHHQGVPHHW
7KH\ DUH WKHUHIRUHQRWKDSS\ DV WKH\DOZD\VKDYH WREX\ IRRG LQJUHGLHQWV FDVVDYD
















WKHP ZLWK WKH RSWLRQ RI EX\LQJ VRPH RI WKH LQSXWV HVSHFLDOO\ PHDW DQG FDVVDYD RQ











0RVW RI WKH LQSXWV WKH\ XVH DUH SHULVKDEOH HVSHFLDOO\ WKH FDVVDYD 7KH\ FDQQRW









DJR +HU KXVEDQG 0U $ KDG VHFRQGDU\ VFKRRO HGXFDWLRQ ZKLOH 0UV $ KDG EDVLF
HGXFDWLRQ7KH\KDYHVL[FKLOGUHQ  ILYHJLUOVDQGDER\7KHHOGHVWGDXJKWHUKDGD
SRVWVHFRQGDU\HGXFDWLRQDQG LVJDLQIXOO\HPSOR\HGRXWVLGH6XKXP$SDUW IURPWKH
ER\ ZKR LV VWLOO LQ VHFRQGDU\ VFKRRO WKH RWKHU WKUHH JLUOV KDYH FRPSOHWHG EDVLF
HGXFDWLRQDQGDUHKHOSLQJDWWKHFKRSEDU7KHPDLQVRXUFHVRIHQHUJ\DUHFKDUFRDO
ILUHZRRG DQG JDV IRU FRRNLQJ ZKLOH WKHUH LV DOVR HOHFWULFLW\  7KH FKRS EDU DQG
GZHOOLQJ KRPH KDYH DFFHVV WR SLSHERUQH ZDWHU D ERUHKROH .9,3 WRLOHW DQG
HOHFWULFLW\ 7KH FRXSOH KDYH FRPPXQLFDWLRQ HTXLSPHQWV VXFK DV WKH 79 UDGLR DQG
PRELOHSKRQHVDQGDOVRD1LVVDQSLFNXSYHKLFOHZKLFKLVXVHGWRWUDQVSRUWFDVVDYD
DQGRWKHU IRRGVWXIIV IURP0U$(?VIDUPDQGRWKHUVRXUFHV WR WKHFKRSEDU0UDQG
0UV $ KDYH VHSDUDWH DFFRXQWV ZLWK WKH 0XPXDGX 5XUDO %DQN EXW KDYH QHYHU
DFFHVVHGFUHGLW IDFLOLWLHV IURPWKHEDQNEHFDXVHRI WKHGLIILFXOWLHV LQDFFHVVLQJVXFK
ORDQV0UV$ LVDPHPEHURIDVXVX VDYLQJVJURXSZKHUHVKHPDNHVGDLO\VDYLQJV
7KHFRXSOHDUHPHPEHUVRI WKH7&$7KHFKRSEDU LVZHOO IXUQLVKHGDQG WKHUH LVD
IULGJH FHLOLQJ IDQV 79 VHW DQG D GULQNLQJ VSRW ,W LV SDWURQLVHG PRVWO\ E\ FLYLO
VHUYDQWV DQG FRPPXWHUV 7KH FRXSOH LQGLFDWHG WKDW LQFUHDVHV LQ WKHLU LQFRPH IURP








WRSRXQG WKH IXIX LVXVXDOO\DSUREOHP6KH WKHUHIRUH WKLQNV WKDW WKH LQVWDQW IXIX LI



















7KHVH DUH VPDOOVFDOH IDUPHUV SURGXFLQJ FDVVDYD DQG RWKHU FURSV DV OLYHOLKRRG
DFWLYLWLHV,PSURYHGYDULHWLHVRIFDVVDYDZKLFKZHUHUHOHDVHGDQGDUHLQXVHLQ*KDQD
ZHUH IRXQG QRW WR EH JRRG IRU IXIX EXW DUH JRRG IRU RWKHU SURFHVVHG SURGXFWV OLNH













































PLGGOHPHQ ,Q6RNRGH7VLWR$Q\LUDZDVHDQG.SHYHZKHUH WKH IDUPHUV OLYH LQ WKH
VDPH YLOODJH DV WKH IXIX SURFHVVLQJ KRXVHKROGV WKH XVH RI PLGGOHPHQ LV QRW DV
FRPPRQDVLWLVLQWKHFDVHRI6XKXPZKLFKLVIDUIURPPRVWRIWKHIDUPLQJDUHDV,Q
6XKXP PLGGOHPHQ EX\ WKH FDVVDYD URRWV IURP YLOODJHV VXFK DV 1LLILR
$QXPDSDPSDP6RZDWH\$SHGZD2PHQDNR.ZDEHQD.XPLDQG$NXUDERDQGVHOO
WRWKHIXIXSURFHVVRUVDQGDOVRUHWDLOWKHUHVWLQWKH6XKXPPDUNHW+RZHYHUVRPHRI




LW LVQRWIRUPDODV LW LVQRWZULWWHQ%XW LWZRUNVZHOOEHFDXVHWKH\NQRZHDFKRWKHU






WR SULFH IOXFWXDWLRQV LQ FDVHV RI JOXWV RU GU\ VHDVRQ DOVR UXUDO SHRSOH GR QRW IXOO\




6RPH KRXVHKROGV RSHUDWH FKRS EDUV ZKLFK DUH PRVWO\ PLFUR DQG VPDOO VFDOH
HQWHUSULVHV7KH\SURFHVVWKHFDVVDYDURRWVLQWRSRXQGHGIXIXZKLFKLVDPDMRULWHPRI
GLHW IRUPRVW*KDQDLDQVHVSHFLDOO\ LQ VRXWKHUQ*KDQDZKHUH WKHEXONRI WKH IXIX LV
SUHSDUHG DQG FRQVXPHG E\ WKH KRXVHKROGV $VLHGX  2QXPDK  7KH
FDVVDYD LVSHHOHGZDVKHGERLOHGDQGSRXQGHG LQWR IXIX ,W LVXVXDOO\SRXQGHGZLWK
SODQWDLQRUFRFR\DPEHFDXVHWKHVWDUFKOHYHOLQWKHSXUHFDVVDYDIXIXLVWRRKLJK7KH
SRXQGLQJ LV WLPHFRQVXPLQJ DQG ODERXU LQWHQVLYH DV LW LQYROYHV D KLJK OHYHO RI










'ULQNLQJ EDUV KDYH DOVR EHHQ DWWDFKHG WR PRVW FKRS EDUV DV DQRWKHU OLYHOLKRRG
VWUDWHJ\RIWKHKRXVHKROGVEHFDXVHVRPHSHRSOHZRXOGOLNHWRWDNHVRPHGULQNVHLWKHU
EHIRUH RU DIWHU WKH PHDOV 7KLV LV QRW RQO\ WR VDWLVI\ FRQVXPHU GHPDQGV EXW DOVR
VHUYHVDVDQLQVXUDQFHWRWKHFKRSEDUVRWKDWGXULQJSHULRGVZKHQIRRGFRQVXPSWLRQ
LV ORZDQG LQFRPHVDUH IDOOLQJ IURP WKHFKRSEDU WKHGULQNLQJEDUVFDQRIIHU VRPH





(OOLV  GLYHUVLILFDWLRQ HQVXUHV ULVN VSUHDGLQJ DQG SURWHFWV DJDLQVW PDUNHW
IDLOXUHVDQGKHOSLQFRSLQJZLWKVKRFNV7KXVLIIRUDQ\UHDVRQVDOHVIURPWKHFKRS
EDU JR GRZQ SURFHVVRUV LQGLFDWHG WKDW VRPHWLPHV WKHUH LV VHDVRQDOLW\ RI
FRQVXPSWLRQWKHUHZRXOGGHILQLWHO\EHVRPHLQFRPHFRPLQJIURPWKHGULQNLQJEDUV
WR VXVWDLQ WKHKRXVHKROG1RWDOOKRXVHKROGVDWWDFKGULQNLQJEDUV WR WKHLUFKRSEDUV
HYHQWKRXJKWKH\PD\DOOZLVKWRRSHUDWHGULQNLQJEDUV2QHIDFWRUWKDWOLPLWHGVRPH
SHRSOH LV RQ UHOLJLRXV JURXQGV 7KH GHPRJUDSKLF IHDWXUHV RI WKH UHVSRQGHQWV VKRZ
WKDW WKHUH ZHUH  0RVOHPV VHFWLRQ  DQG LQ WKLV FDVH WKHLU UHOLJLRQ GRHV QRW
SHUPLWWKHPWRGRVR,Q,VODPDOFRKROLFEHYHUDJHVRUDQ\LQWR[LFDQWVDUHIRUELGGHQ
E\WKH4XUDQ$VKRXUXVLQJWKH4XUDQDVDJXLGHLQGLFDWHGWKDW0XVOLPVDUH












7UDYHOOHUV HVSHFLDOO\ RQ WKH $FFUD.XPDVL $FFUD+R DQG $FFUD+RKRH KLJKZD\V
DUHWKHPDMRUSHRSOHZKRSDWURQLVHWKHFKRSEDUV7KHORFDWLRQRIWKHFKRSEDUVRQ




7KH FRQVXPHUV XVXDOO\ SUHIHU IXIX WKDW LV VWLFN\ VPRRWK GHYRLG RI OXPSV DQG
SUHSDUHGXQGHUK\JLHQLF FRQGLWLRQV7KH TXDOLW\ RI WKH VRXS WKDW LV VHUYHGZLWK WKH
IXIXDOZD\VFRXQWVDORWLQDGGLWLRQWRWKHVHQVRU\TXDOLWLHVRIWKHIXIXLWVHOI7KLVLV
EHFDXVHLIWKHVRXSLVQRWSDODWDEOHWKHZKROHGLVKZRXOGQRWEHDFFHSWHG7KHFKRS
EDUV IRUP SDUW RI DQ LQGXVWU\ V\VWHP WKDW SURYLGHV VHUYLFHV WR SHRSOH DZD\ IURP
KRPH:LWKRXW WKHVXSSRUWRI FXVWRPHUV WKHFKRSEDUVZRXOGEHDW ULVN&XVWRPHU
VDWLVIDFWLRQLVWKHUHIRUHRQHRIWKHLUXWPRVWREMHFWLYHV7KLVLVZKDWH[DFWO\VRPHRI
WKHFKRSEDUVKDYHVWDUWHGGRLQJE\DWWDFKLQJGULQNLQJEDUVSOD\LQJPXVLFVXSSO\LQJ
VDFKHW ZDWHU NQRZQ DV SXUH ZDWHU DQG KDYLQJ D GUHVV FRGH 6DWLVIDFWLRQ RI WKH
FXVWRPHUV QRW RQO\ FRQVWLWXWHV WKH LPDJH RI WKH SDUWLFXODU IRRG UHVWDXUDQW EXW DOVR
SOD\VDQLPSRUWDQWUROHLQWKHEXVLQHVVLQGXVWU\/LXDQG&KHQDQGUHLQIRUFHV













DUH HQWLWOHG WR ORDQV GHSHQGLQJ RQ DQ LQGLYLGXDO(?V VWDQGLQJ ZLWK UHIHUHQFHWR WKH




LQ *KDQD 5HSSHUW%LVPDUFN  7KHVH DUH WUDQVDFWLRQV LQ ZKLFK WKHUH DUH QR
OHJDOLWLHVDQGWKH\DUHEDVHGSULPDULO\RQDSHUVRQDOEXVLQHVVUHODWLRQVKLS7KHUHDUH
WZR W\SHV RI VXVX 7KH ILUVW RQH LV WKH 5RWDWLQJ 6DYLQJV DQG &UHGLW $VVRFLDWLRQV
-RQHVHWDO,)$'7KLVLVXVXDOO\IRUPHGE\DJURXSRISHRSOHRU
VRPHWLPHVODUJHU7KHPHPEHUVFRQWULEXWHDIL[HGDPRXQWHYHU\PRQWKRUZHHNDQG
WKLV WRWDO DPRXQW LV JLYHQ WRRQHPHPEHURI WKHJURXSDW WKH HQGRI WKHPRQWK RU
ZHHNXQWLO HYHU\ERG\ KDV UHFHLYHGRQFHDQG WKHQ WKH F\FOH FRQWLQXHV 7KH VHFRQG
W\SHLVRSHUDWHGE\VXVXFROOHFWRUVZKRKDYHPHPEHUVKLSFDUGVDQGWKHFRQWULEXWLRQV
GHSHQGRQ WKH LQGLYLGXDO$IWHUGD\V D FOLHQW WDNHVEDFNKLVKHUPRQH\ DQG WKH
VXVXFROOHFWRUGHGXFWVRQHGD\(?VFRQWULEXWLRQIRUKLVKHUVHUYLFHV7KLVVHFRQGW\SHRI
VXVXLVRQHEHLQJRSHUDWHGE\WKHIXIXSURFHVVRUV7KHVXVXFROOHFWRUVDGYDQFHORDQV
WR SURFHVVRUV DFFRUGLQJ WR WKH FRQWULEXWLRQV RI HDFK PHPEHU DQG WKHVH DUH XVXDOO\



















 DQG WKH FRQGLWLRQ ZDV WKDW WKH\ UHSD\ E\ ZHHNO\ LQVWDOPHQWV 7KH SURFHVVRUV





SD\LQJ ORDQVZHHNO\PD\ UHGXFH WKHLU ILQDQFLDO VWDQGLQJDQG WKH\ZHUH QRW DEOH WR
FDUU\ RQ ZLWK WKH EXON EX\LQJ ,W ZDV DOVR GLIILFXOW IRU WKHP WR SD\ WKH EDQN DQG
FRQWLQXH ZLWK WKHLU EXVLQHVV ZKHQ VDOHV GURSSHG LQ VRPH SDUWLFXODU ZHHNV 7KH\
ZRXOGWKHUHIRUHSUHIHUPRQWKO\LQVWDOPHQWVUDWKHUWKDQWKHZHHNO\RQH&RPPHQWLQJ












SURFHVVRUV FDQ VRPHWLPHV XVH WKH 7UDGLWLRQDO &DWHUHUV $VVRFLDWLRQ 7&$ DV WKHLU
PRXWKSLHFHWRSXVKWKHLUFDVHIRUZDUGZLWKWKHEDQNVVLQFHWKHIDFLOLWLHVWKH\UHFHLYH
IURP WKH VXVX JURXSV DUH YHU\ VPDOO 7KH $VVRFLDWLRQ FDQ SUHVHQW WKHLU FDVH WR WKH
5XUDO%DQNDXWKRULWLHVWRUHYLHZWKHUHSD\PHQWVFKHGXOHWRPHHWWKHGHPDQGVRIWKH
SURFHVVRUV 7KH 7&$ IRU H[DPSOH KDV QHJRWLDWHG ZLWK &,%$ DQG PHPEHUV KDYH
DFTXLUHG UHIULJHUDWRUV RQ FUHGLW EDVLV DQG SD\ E\ PRQWKO\ LQVWDOPHQWV ,Q +R SHU
XUEDQZKHUHWKHUHLVQRDVVRFLDWLRQLWZRXOGEHQHFHVVDU\IRUWKHPWRVWDUWRUJDQLVLQJ
WKHPVHOYHV LQWR DQ DVVRFLDWLRQ ZKLFK FDQ FKDPSLRQ WKHLU FDXVH IRU WKHP $QRWKHU
DYHQXH IRU FUHGLW DVVLVWDQFH LV WKH 1%66,(?V%XVLQHVV $GYLVRU\ &HQWUHV 7KLV DOVR





DOO JRRGV DUH VROG DQG PDUNHWV H[LVW DW 7VLWR .SHYH 6RNRGH DQG +R $FFHVV WR
FDVVDYDPHDWILVKDQGLQJUHGLHQWVLVWKHUHIRUHYHU\HDV\2QHLPSRUWDQWIHDWXUHWKDW









3ULFHV RI LQSXWV XVXDOO\ JR XS ZLWK WKH OHDVW LQFUHDVH LQ WKH SULFH RI SHWUROHXP
SURGXFWV7KLVPDNHVRSHUDWLRQVDWWKHFKRSEDUVGLIILFXOWDWWLPHVEHFDXVHLQFUHDVLQJ



























,Q6RNRGH7VLWR$Q\LUDZDVHDQG.SHYH WKHUH LVJURXSSRXQGLQJZKLFK LVXVXDOO\
GRQHE\ZRPHQEXWRFFDVLRQDOO\PHQKHOS WKHP7KHRQHPDQV\VWHPRISRXQGLQJ
IXIX LQ6XKXP EHFRPHVD SUREOHP VRPHWLPHV ZKHQ WKH PDQ UHIXVHV WR WXUQ XS IRU
ZRUN $FFRUGLQJ WR WKH SURFHVVRUV WKH LQDELOLW\ RI WKH PDQ WR WXUQ XS IRU ZRUN
VRPHWLPHV DULVHV EHFDXVH RI ORZ ZDJHV VLFNQHVV RU WLUHGQHVV GXH WR WKH LQWHQVH
SK\VLFDO HIIRUW LQYROYHG LQ SRXQGLQJ 7KH IXIX SURFHVVRUV DOVR PHQWLRQHG WKDW WKH\
KDYHEHHQEDUJDLQLQJZLWK WKHPRYHU LQFUHDVH LQZDJHVEXW FRXOGQRW DOZD\VPHHW
WKHLUGHPDQGVORRNLQJDWWKHWRWDOFRVWRISURGXFWLRQ2QHRIWKHSURFHVVRUVODPHQWHG
WKXV
³:KHQ KH GHFLGHV QRW WR FRPH WR ZRUN HLWKHU WKURXJK VLFNQHVV RU
WLUHGQHVVRURWKHUZLVHZLWKRXWWHOOLQJWKHFKRSEDURZQHUWKHQDVHULRXV
SUREOHP FRPHV XS 7KLV SUREOHP LV XVXDOO\ VROYHG E\ PRELOLVLQJ WKH
ZRPHQWRSRXQG´

7KH UROH RI ZRPHQ LQFOXGHV ERLOLQJ RI FDVVDYD SUHSDULQJ WKH VRXS VHUYLQJ DQG
ZDVKLQJGLVKHV LQ DGGLWLRQ WR VZHHSLQJ DQGFOHDQLQJ WKHHQYLURQPHQW 7KHVH UROHV
UHTXLUH PRUH IHPDOH ODERXU WKXV PRUH IHPDOHV DUH HPSOR\HG LQ WKH FKRS EDUV WKDQ
PHQ

3D\PHQW IRU ODERXU YDULHV IURP FKRS EDU WR FKRS EDU :KLOH VRPH SHRSOH DUH SDLG
GDLO\ VRPH DUH SDLG ZHHNO\ DQG WKH UHVW PRQWKO\ 3D\PHQW LV HLWKHU LQ FDVK RU LQ
NLQG6RPHSHRSOHWDNHEUHDNIDVWOXQFKDQGVXSSHUDQGFROOHFWWKHUHVWRIWKHPRQH\
EXW VRPH WDNH RQO\ VXSSHU DQG FROOHFW WKH PRQH\ $FFRUGLQJ WR WKH SURFHVVRUV
ZRUNHUVZKRRSWIRURQO\VXSSHUVWLOOWDNHWKHEUHDNIDVWHLWKHURYHUWO\RUFRYHUWO\EXW
WKLV LV VRPHWLPHV RYHUORRNHG 7KH DYHUDJH GDLO\ ZDJH IRU WKH PHQ SRXQGLQJ IXIX
UDQJHVEHWZHHQ*+*+DQGWKDWRIZRPHQLVEHWZHHQ*+*+
L H LQ  7KH PHQ DUH SDLG KLJKHU EHFDXVH WKHLU ZRUN LQYROYHV PRUH LQWHQVH
SK\VLFDOHIIRUWWKDWWKDWRIWKHZRPHQ7KHZDJHVDUHFRQVLGHUHGORZZLWKUHIHUHQFH
WR WKH W\SH RI ZRUN GRQH $V DW  WKH GDLO\ PLQLPXP ZDJH DSSURYHG E\
JRYHUQPHQWZDV*+7KXVWKHZDJHVIRUZRPHQLQWKHFKRSEDUVIHOOEHORZWKH







)XIX SURFHVVLQJ KRXVHKROGV LQGLFDWHG WKDW WKH9HWHULQDU\ 6HUYLFH RI 02)$ FDUULHV
RXWSK\VLFDOH[DPLQDWLRQRIDQLPDOVWREHVODXJKWHUHGDQGXVHDWWKHIXIXFKRSEDUWR
FKHFNLILWLVILWIRUFRQVXPSWLRQDQWHPRUWHP,ILWLVILWWKHEXWFKHUVDUHDOORZHGWR
VODXJKWHU WKH DQLPDO DQG LI QRW WKH DQLPDO LV HLWKHU VHQW IRU WUHDWPHQW RU LW LV
VODXJKWHUHGDQGEXULHG ,I DQ DQLPDO LV QRWGHFODUHG VLFN DQG LV VODXJKWHUHG DSRVW
PRUWHP H[DPLQDWLRQ LV FRQGXFWHG $JDLQ LI WKH PHDW LV IRXQG WR EH GLVHDVHG LW LV
EXULHG LI QRW GLVHDVHG LW LV DOORZHG IRU KXPDQ FRQVXPSWLRQ 7KH SURFHVVLQJ




7KH UHVSRQGHQWV DJDLQ LQGLFDWHG WKDW +HDOWK ,QVSHFWRUV IURP WKH (QYLURQPHQWDO
+HDOWK'LYLVLRQRI*+6FROODERUDWHZLWK WKH9HWHULQDU\2IILFHUV WRPDNHVXUH WKDW
WKH VODXJKWHU KRXVH LV K\JLHQLF EHIRUH DQLPDOV DUH VODXJKWHUHG DQG DVVLVW ZLWK WKH
SRVWPRUWHPH[DPLQDWLRQ$FFRUGLQJWRWKHPWKH\DVIRRGYHQGRUVDUHVXSSRVHGWR
JR WKURXJK DQQXDO KHDOWK FKHFNV WR DYRLG WKH VSUHDG RI FRPPXQLFDEOH GLVHDVHV
HVSHFLDOO\WXEHUFXORVLV WRFRQVXPHUV7KH+HDOWK,QVSHFWRUVWKHUHIRUHLQVSHFW WKHLU
DQQXDOKHDOWKFHUWLILFDWHVDQQXDOO\WRPDNHVXUHWKDWWKHUHLVFRPSOLDQFHZLWKWKHODZ
7KH SURFHVVLQJ KRXVHKROGV ZHUH KDSS\ ZLWK WKH DFWLYLWLHV RI WKH +HDOWK ,QVSHFWRUV
DQGYHWHULQDU\H[WHQVLRQRIILFHUVDERYHEHFDXVHDFFRUGLQJWRWKHPWKH\GRQRWKDYH




0DSSLQJ WKHHQDEOLQJHQYLURQPHQW IRU WKH IXIXYDOXHFKDLQKHOSV WRXQGHUVWDQG WKH
WUHQGVWKDWDIIHFW WKHFKDLQDQGH[DPLQHVWKHSRZHUVDQGLQWHUHVWV WKDWDUHGULYLQJD
SDUWLFXODUFKDLQ,WFRPSULVHVWKH'LVWULFW$VVHPEO\&URSV5HVHDUFK,QVWLWXWH&5,
)RRG 5HVHDUFK ,QVWLWXWH )5, *7% DQG 8QLOHYHU *KDQD /LPLWHG 0RVW RI WKH







'LVWULFW $VVHPEOLHV KDYH GLUHFW FRQWURO RI DOO HFRQRPLF DFWLYLWLHV LQ WKHLU DUHD RI
MXULVGLFWLRQ 7KH '$V WKHUHIRUH ZRUN ZLWK WKH IXIX SURFHVVRUV E\ DOORFDWLQJ ODQG










RI WKH VLJQLILFDQW DFKLHYHPHQWV RI WKH LQVWLWXWH LV WKH GHYHORSPHQW RI LPSURYHG
FDVVDYD YDULHWLHV DOO DUH OLVWHG LQ VHFWLRQ  RI FKDSWHU  7KLV KDV UHVXOWHG LQ
LQFUHDVH LQ \LHOGV IURP 07KD IURP ORFDO YDULHWLHV WR DERXW 07KD IURP WKH
LPSURYHGYDULHWLHV&5,8QIRUWXQDWHO\PRVWRIWKHLPSURYHGYDULHWLHVDUHQRW




7KH)5, LVRQHRI WKH UHVHDUFK LQVWLWXWHVPDQGDWHG WRFRQGXFWDSSOLHGUHVHDUFK LQWR
SUREOHPV RI IRRG SURFHVVLQJ DQG SUHVHUYDWLRQ VWRUDJH PDUNHWLQJ GLVWULEXWLRQ DQG
XWLOL]DWLRQ LQ VXSSRUW RI WKH IRRG LQGXVWU\ DQG DOVR DGYLVH JRYHUQPHQW RQ LWV IRRG
SROLF\)5,

7KH )5, KDV SURYLGHG DQ HQDEOLQJ HQYLURQPHQW IRU IXIX SURFHVVRUV WKURXJK WKH
GHYHORSPHQWRI IXIXIORXUVIURPFDVVDYDSODQWDLQFRFR\DPDQG\DP,QDGGLWLRQLW
KDV GHYHORSHG WKH IHUPHQWHG FDVVDYD PHDO DORQJVLGH RWKHU QRQFDVVDYD IRRG
SURGXFWV 7KH )5, SURGXFHV RQ D SLORW VFDOH DQG WDUJHWV HQWUHSUHQHXUV WR DGRSW WKH
WHFKQRORJLHV















7KH *7% HYHQ WKRXJK LV UHVSRQVLEOH IRU UHJLVWUDWLRQ DQG OLFHQVLQJ RI IDFLOLWLHV
LQFOXGLQJ FKRS EDUV KDV QRW EHHQ GRLQJ VR EHFDXVH WKH '$V KDYH WDNHQ RYHU VXFK
IXQFWLRQV7KH%RDUGUHJLVWHUVDQGOLFHQVHVRQO\KRWHOVJXHVWKRXVHVDQGUHVWDXUDQWV
7KLVLVWRDYRLGGRXEOHUHJLVWUDWLRQRIWKHFKRSEDUVZKLFKRQWKHRWKHUKDQGFDQQRW
VDWLVI\PRVWRI WKHUHTXLUHPHQWV IRU UHJLVWUDWLRQZLWK WKH*7% ,WKRZHYHU LQVSHFWV
WKH SUHPLVHV RI WKH FKRS EDUV DQG PDNHV VXUH WKDW WKH\ FRQIRUP WR VDQLWDWLRQ




8QLOHYHU LV RQH RI WKH ZRUOG(?VOHDGLQJ IRRG PDQXIDFWXULQJ FRPSDQLHV 7R SURPRWH
VRPH RI LWV IRRG LWHPV 8QLOHYHU ZRUNV FORVHO\ ZLWK IXIX SURFHVVRUV E\ RIIHULQJ








RWKHU DV WKHLU VWUHQJWKV DQGZHDNQHVVHVZHUH H[SRVHG7KH IDLUV VKRZHG WKH ULVH LQ












WUDQVIRUPDWLRQ RI FDVVDYD LQWR IXIX UHGXFHG WKH YDOXH DGGHG WR *+)? 
+RZHYHU DORQJ WKH FKDLQ LW FRXOG EH LQIHUUHG WKDW WKHUH LV D YDOXH DGGLWLRQ ZLWK
FRVWV7KHPDLQFRVWLWHPVZHUHKDUYHVWLQJWUDQVSRUWSHHOLQJZDVKLQJDQGERLOLQJRI
WKHFDVVDYDDQGILQDOO\SRXQGLQJRIWKHERLOHGFDVVDYD7KHYDOXHDGGLWLRQILJXUHVDUH




























































PL[HG WRJHWKHU FRPSOHWHO\ LQ D FRRNLQJ ERZO )LJ  7KH PL[WXUH ZDV FRRNHG
ZKLOH VWLUULQJZLWK DZRRGHQ ODGOH7KH VWLUULQJ FRQWLQXHGRQ ORZKHDW LQWR D WKLFN
VPRRWKSDVWHPLQXWHV0RUHZDWHUZDVDGGHGZKHQGHVLUHGWRVRIWHQWKHSDVWH
7KH UHVXOWLQJ WKLFN VPRRWK SDVWH ZDV PRXOGHG LQWR EDOOV 7KH WHDP DGRSWHG WKH





















































5HVXOWV IURP WKH GHPRQVWUDWLRQ VKRZHG WKDW WKH SRXQGHG IXIX ZDV SUHIHUUHG WR WKH
LQVWDQWIXIXZKHQDIIRUGDELOLW\WDVWHDQGVWLFNLQHVVZHUHDVVHVVHG)LJXUH,QDQ
HDUOLHUDVVHVVPHQWGXULQJDPDUNHWWHVWLQJLQ$FFUD-XPDKHWDODOVRREVHUYHG
WKDW WKH VWLFNLQHVV RI SRXQGHG IXIX LV EHWWHU WKDQ WKH LQVWDQW IXIX EXW REVHUYHG QR
VLJQLILFDQWGLIIHUHQFHV LQSULFHDQG WDVWH7KHSDUWLFLSDQWV(?ZRU\ZDV WKHSULFHRID
SDFNHWRILQVWDQWIXIXZKLFKWKH\FRQVLGHUHGWREHWRRKLJKDQGWKH\IHDUHGWKDWLIWKH
WHFKQRORJ\LVDGRSWHGWKHFRVWRIWKHEDOORIIXIXZRXOGGHILQLWHO\EHKLJKHUWKDQWKDW
RI WKH SRXQGHG IXIX WKHUHE\ UHGXFLQJ VDOH DQG WKHUHIRUH SURILWV ZKLFK KDV EHHQ
REVHUYHGE\'XQQHWDODVDQLPSRUWDQWFRQVLGHUDWLRQLQSURGXFWXSJUDGLQJ

































WKH FXOWXUDO FRQWH[W LQ ZKLFK FRQVXPSWLRQ RI IXIX LV YLHZHG 7KXV WKH DVVHUWLRQ RI
5RJHUV  DQG ,VKDP  WKDW DQ LQQRYDWLRQ VKRXOG EH SHUFHLYHG WR EH
FRQVLVWHQWZLWKWKHH[LVWLQJYDOXHVRIWKHUHFHLYHUWKHUHIRUHEHFRPHVUHOHYDQW

7KH SDUWLFLSDQWV SUHIHUUHG WKH LQVWDQW IXIX WR WKH SRXQGHG IXIX ORRNLQJ DW VXFK
TXDOLWLHVDVK\JLHQHUHOLHIRIGUXGJHU\DQGHDVHRIFRRNLQJZKLOHERWKSURGXFWVZHUH
UDWHGHTXDOO\ZKHQVPRRWKQHVVZDVDVVHVVHG7KHUHZDVDJHQHUDOSHUFHSWLRQDPRQJ
FRQVXPHUV WKDW WKH SRXQGHUV(?VZHDW GURSV LQWRIXIX DQG WKLV ZDV RQH PDMRU UHDVRQ
ZK\ VRPH FRQVXPHUV GLG QRW OLNH WKH FRPPHUFLDO SRXQGHG IXIX 7KH SDUWLFLSDQWV
ZHUH DOVR KDSS\ WKDW WKLV XQK\JLHQLF QDWXUH RI WKH SRXQGHG IXIX LV QRW IRXQG LQ
SURFHVVLQJ WKH LQVWDQW IXIX WKHUHE\ PDNLQJ LW PRUH K\JLHQLF 7KH SDUWLFLSDQWV
FRPSODLQHGRIWKHXQDQQRXQFHGDEVHQFHIURPZRUNE\WKHPDQSRXQGLQJWKHIXIXLQ
6XKXP DQG VRPHWLPHV D EDJ RI FDVVDYD ERXJKW IRU SURFHVVLQJ FRXOG JHW VSRLOW
HVSHFLDOO\LQWKHGU\VHDVRQ,IGUXGJHU\LVUHGXFHGZKRHYHULVLQFKDUJHRISUHSDULQJ
WKH IXIX PD\ QRW ZHDU GRZQ VR IDVW DQG WKHUH ZRXOG EH PRUH SHRSOH ZLOOLQJ WR
SUHSDUHWKH IXIX7KHLVVXHRI WKHÄRQHPDQ(?EOXIILQJDQGGLVUXSWLQJDFWLYLWLHVLQWKH
FKRS EDU ZRXOG WKHQ EH PLQLPLVHG 7KH SURFHVV RI SHHOLQJ ZDVKLQJ ERLOLQJ DQG
SRXQGLQJ PDNHV IXIX SUHSDUDWLRQ D OHQJWK\ DQG GLIILFXOW SURFHVV 7KHUH ZHUH SDVW
HIIRUWVWRUHGXFHWKHGUXGJHU\DQGPDNHTXLFNHQIXIXSUHSDUDWLRQEXWWKH\ZHUHPRUH
IRFXVVHG RQ IXIXSRXQGLQJ PDFKLQHV ZKLFK ZHUH WRR ODUJH DQG H[SHQVLYH IRU
KRXVHKROGV EXW WRR VPDOO IRU WKH FKRS EDU RSHUDWRUV 2QXPDK  7KH FXUUHQW












$VSHFWVRIKXPDQFDSLWDO WKDWKDYHEHHQDVVHVVHGDUH ODERXU HGXFDWLRQ DQGKHDOWK
/DERXU IRU SRXQGLQJ IXIX KDV VRPHWLPHV EHHQ D FRQVWUDLQW WR WKH IXIX SURFHVVRUV
EHFDXVHSRXQGLQJLVDGLIILFXOWWDVNDQGLQYROYHVPXFKGUXGJHU\7KHSUHSDUDWLRQRI
WKH LQVWDQW IXIX UHTXLUHV OHVV ODERXU DQG LV HDVLHU WR SUHSDUH 7KH OHVV ODERXU
UHTXLUHPHQW WKHUHIRUH EHFRPHV DQ DGYDQWDJH WR WKH IXIX SURFHVVRUV DQG FRXOG
HQFRXUDJHWKHPWRDGRSWWKHLQVWDQWIXIXWHFKQRORJ\+RZHYHUWKHWHFKQRORJ\ZRXOG
PDNH WKHÄSRXQGLQJPDQ(? UHGXQGDQWEHFDXVH WKHZRPHQDOUHDG\KDYH WKHVNLOOV IRU
VWLUULQJEDQNXZKLFK LV WKHVDPHPHWKRGXVHG WRSUHSDUH WKH LQVWDQW IXIX7KXVDQ
LPSRUWDQWFRQVWUDLQWLQIXIXSURFHVVLQJVKRUWDJHRIODERXUIRUSRXQGLQJFDQUDWKHUEH




RQ WKHXSJUDGLQJRI WKHFKDLQEHFDXVH LUUHVSHFWLYHRI WKHLUHGXFDWLRQDOEDFNJURXQG
















7KH FKRS EDU EXLOGLQJV DUH YHU\ LPSRUWDQW IRU WKH XSJUDGLQJ SURFHVV 0RVW RI WKH
FKRSEDUVDUHKRXVHGLQÄWHPSRUDU\(?VWUXFWXUHVZKLFKGRQRWORRNDWWUDFWLYHWRVRPH
FXVWRPHUV ZKR ZRXOG ZDQW D PRUH GHFHQW SODFH WR WDNH WKHLU PHDOV &KRS EDU
 
EXLOGLQJVLQWHPSRUDU\VWUXFWXUHVPD\QRWEHDWWUDFWLYHWRFXVWRPHUVDQGWKHFKRSEDU
RZQHUV PD\ ZLVK WR LPSURYH RQ WKRVH VWUXFWXUHV EHIRUH XSJUDGLQJ WR LQVWDQW IXIX
7KLV LV EHFDXVH SHRSOH ZKR QRUPDOO\ SUHIHU WKH LQVWDQW IXIX DUH WKH PLGGOH LQFRPH
JURXS ZKR DUH QRW OLNHO\ WR SDWURQLVH FKRS EDUV LQ VWUXFWXUHV ZKLFK GR QRW DSSHDU
GHFHQW7KXVFKRSEDUVKRXVHGLQWKHEHWWHUEXLOGLQJVPD\EHLQWKHSRVLWLRQWRDGRSW
VXFKDWHFKQRORJ\HDUOLHUWKDQFKRSEDUVZKLFKDUHQRWZHOOKRXVHG,WZRXOGEHQRWHG
WKDW WKH RWKHU OLYHOLKRRG IDFWRUV PD\ EH FRQVLGHUHG ZKHQ DGRSWLQJ WKH WHFKQRORJ\
7KXV WKH SURSHU KRXVLQJ PD\ LQ VRPH FDVHV QRW QHFHVVDULO\ HQFRXUDJH VXFK DQ
XSJUDGLQJ

7KH SURFHVVRUV PRVWO\ XVH FKDUFRDO DQG ILUHZRRG DQG WR D OHVVHU H[WHQW /3* IRU
ERLOLQJFDVVDYDEHIRUHSRXQGLQJ(QHUJ\ZRXOGEHVDYHGLIWKHLQVWDQWIXIXLVDGRSWHG
EHFDXVH WKH SURFHVV LV IDVWHU WKDQ ZKDW LV FXUUHQWO\ SUDFWLVHG 7KH SURFHVVRUV PD\
WKHUHIRUHFRQVLGHUHQHUJ\VDYLQJDVDIDYRXUDEOHIDFWRULQDGRSWLQJWKHWHFKQRORJ\

7KH FXUUHQW OHYHO RI ZDWHU VXSSO\ WR WKH FKRS EDUV LV DGHTXDWH HQRXJK WR DOORZ
XSJUDGLQJ WR WKH LQVWDQW IXIX 7KLV LV EHFDXVH WKH XVH RI LQVWDQW IXIX HYHQ XVHV OHVV
ZDWHU WKDQ WKH SRXQGHG IXIX 7KHUH ZLOO EH QR QHHG IRU ZDVKLQJ DQG ERLOLQJ RI









7KXVGLIILFXOWLHV IDFHG ZKHQ WUDQVSRUWLQJFDVVDYD IURP WKH IDUPLQJFRPPXQLWLHV WR
WKHSURFHVVRUV LQXUEDQDQGSHULXUEDQDUHDVZRXOGEHUHGXFHG7KHUHIRUH WKHSRRU
DFFHVV DQG KLJK FRVW RI WUDQVSRUWLQJ FDVVDYD ZKLFK LV D FRQVWUDLQW LQ WKH IXIX





































































6RFLDOFDSLWDO LVPRUHGHYHORSHG LQ6XKXPWKDQ LQ WKHRWKHUVWXG\DUHDV:KLOH WKH
WHFKQRORJ\WUDQVIHUSURFHVVZDVFDUULHGRXWWKURXJKWKH7&$RI6XKXPLWZDVGRQH
WKURXJK LQGLYLGXDO FRQWDFWV LQ WKH RWKHU VWXG\ DUHDV 7KXV DFFHVV WR LQIRUPDWLRQ
WKURXJK JURXS PHPEHUVKLS KDV HQFRXUDJHG SDUWLFLSDWLRQ LQ WKH GHPRQVWUDWLRQ LQ
6XKXP ,W HYHQ PDGH WKH ZRUN HDVLHU IRU WKH &DVVDYD 60( WHDP WKDW KHOG WKH
GHPRQVWUDWLRQVEHFDXVH WKH WHDPZDVFRPPXQLFDWLQJ WKURXJK WKH([HFXWLYHVRI WKH
$VVRFLDWLRQ /DFN RI RUJDQLVHG JURXSV RI IXIX SURFHVVRUV LQ WKH 6RNRGH 7VLWR
$Q\LUDZDVHDQG.SHYHDUHDVLVDQLPSRUWDQWFRQVWUDLQWWRDGRSWLRQRIWKHWHFKQRORJ\
EHFDXVH SURFHVVRUV RSHUDWH RQ LQGLYLGXDO EDVLV DQG WKHUHIRUH GR QRW KDYH DFFHVV WR
LQIRUPDWLRQ IURPRWKHUSURFHVVRUV'XULQJ WKHGHPRQVWUDWLRQRI WKH WHFKQLTXH WKH\
ZHUHHQFRXUDJHGWRRUJDQLVHLQWRDJURXSQRWRQO\IRUWKHDGRSWLRQRIWKHWHFKQRORJ\





7KH W\SHRI FUHGLWDYDLODEOH WR VRPHRI WKHP LV IURP WKH VXVX FROOHFWRUVDQG WKLV LV
LQDGHTXDWHIRUWKHLURSHUDWLRQV7KHJUHDWHVWDGYDQWDJHRIWKHSRZGHULVWKDWLWFDQEH
NHSWIRUDORQJWLPHLQWKHVKRSVZLWKRXWVSRLODJHDVLQWKHFDVHRIFDVVDYDURRWV$
FKRS EDU RSHUDWRU FDQ WKHUHIRUH EX\ DERXW  SDFNHWV IRU RQH GD\(?VZRUN ZLWKRXW
QHFHVVDULO\EX\LQJFDUWRQV WRNHHS ,Q WKHFDVHRIFDVVDYDURRWVDQRSHUDWRUFDQQRW
EX\DVPDOOTXDQWLW\DQGZKHQ LW LV ILQLVKHGKHVKHJRHVEDFN WR WKHYLOODJH WREX\
DQRWKHUTXDQWLW\7KLVPD\QRWEHDJRRG ILQDQFLDOPDQDJHPHQWSUDFWLFH DQGFRXOG
UHVXOWLQDJUHDWORVV7KHQHZWHFKQRORJ\GRHVQRWLQYROYHEX\LQJLQEXONZLWKKXJH
VXPV RI PRQH\ DW D SDUWLFXODU WLPH EHFDXVH WKH FRPPRGLW\ FDQ EH ERXJKW LQ YHU\
VPDOOTXDQWLWLHV,WLVWKHUHIRUHDIIRUGDEOHWRDOOLQFRPHJURXSV7KXVSURFHVVRUVZKR
GR QRW KDYH VXIILFLHQW FDSLWDO DUH DW DQ DGYDQWDJH SRVLWLRQ WR DGRSW WKH WHFKQRORJ\
VLQFHDSURFHVVRUFDQEX\RQHRUWZRSDFNHWVDWDWLPHXVHWKHPDQGJREDFNWRWKH
VKRSIRUPRUHSDFNHWV7KXVVKRUWDJHRIFDSLWDORUSRRUDFFHVVWRFUHGLWDFRQVWUDLQW








SHUPDQHQW VWUXFWXUHV6RPHRIKRXVHKROGVZKLFKKDYH IDUPV DQG JHW VRPHRI WKHLU





7KHFKRSEDURSHUDWRUVKDYHDFFHVV WR UHVHDUFK LQVWLWXWLRQVVXFKDV WKH)5,DQG WKH
8QLYHUVLW\RI*KDQD/HJRQ7KHVHLQVWLWXWLRQVFDUU\RXWUHVHDUFKDQGH[WHQVLRQDQG
DVVLVW WKH SURFHVVRUV WR XSJUDGH WKH FKDLQ 2UJDQLVDWLRQV VXFK DV WKH *7% DQG












VXSSOLHG IURP IDUPHUV HLWKHU GLUHFWO\ RU WKURXJK PLGGOHPHQ DQG FRQVXPHU
VDWLVIDFWLRQ ZDV DVVXUHG 7KH PDMRU FRQVWUDLQW IDFHG E\ WKH SURFHVVRUV LV DFFHVV WR
FUHGLW +RZHYHU PHPEHUV RI VXVX JURXSV JHW VRPH IRUP RI DVVLVWDQFH IURP WKH
JURXSV7KHHQDEOLQJHQYLURQPHQWZDVFUHDWHGE\WKH'$IRUHIIHFWLYHIXQFWLRQLQJRI
WKHPDLQDFWRUV UHVHDUFK LQVWLWXWLRQVSURYLGHG WKHQHHGHG WHFKQRORJ\DQG*7%DQG
8QLOHYHUDOVRSURYLGHGVNLOOVWUDLQLQJDQGKHOGIRRGIDLUVIRUWKHSURFHVVRUV









/LYHOLKRRG IHDWXUHV WKDW LQIOXHQFH XSJUDGLQJ RI WKH FKDLQ SRVLWLYHO\ LQFOXGH SURSHU
KRXVLQJIRUFKRSEDUVDFFHVVWRHQHUJ\LQWKHIRUPRIELRIXHOVDQG/3*JRRGZDWHU
DQG VDQLWDWLRQ HIIHFWLYH JURXS PHPEHUVKLS DQG JRRG DFFHVV WR LQIRUPDWLRQ 7KUHH
OLYHOLKRRGFRQVWUDLQWVVKRUWDJHRIODERXUIRUSRXQGLQJIXIXSRRUDFFHVVWRFUHGLWDQG
LQDGHTXDWH WUDQVSRUW IDFLOLWLHV KDYH KRZHYHU EHHQ IRXQG WR FUHDWH FLUFXPVWDQFHV
IDYRXUDEOH WR DGRSWLRQ RI WKH QHZ WHFKQRORJ\ $FWLYLWLHV RI DOO LQVWLWXWLRQV LQ WKH












$VXUYH\ZDVFDUULHGRXW LQ)RULNURP LQ WKH7HFKLPDQ0XQLFLSDOLW\DQG7RWVXQ\D
2NSHU LQ WKH <LOR .URER 'LVWULFW WR H[SORUH WKH OLYHOLKRRGV RI WKH IDUPLQJ
KRXVHKROGV WDNLQJ LQWR FRQVLGHUDWLRQ WKHLU DVVHWV DQG FDSDELOLWLHV RWKHU QRQIDUP
VWUDWHJLHV DQG WKHLU FRQVWUDLQWV  7KHUH ZDV DOVR DQ DVVHVVPHQW RI KRZ WKH\ DUH
YXOQHUDEOHWR WUHQGVVKRFNVDQGVHDVRQDOLW\DQG WKHLUOLYHOLKRRGRXWFRPHV3ROLFLHV
LQVWLWXWLRQV DQG SURFHVVHV KDYH EHHQ GLVFXVVHG LQ WKH YDOXH FKDLQ DQDO\VLV $V




































































(GXFDWLRQDO OHYHOV RI KRXVHKROGV VWXGLHG ZHUH JHQHUDOO\ ORZ DV  RI WKHP KDG
QHYHU EHHQ WR VFKRRO  KDG EDVLF HGXFDWLRQ  VHFRQGDU\ HGXFDWLRQ DQG 
WHUWLDU\ 7DEOH  7KH RQH SHUVRQ ZLWK WHUWLDU\ HGXFDWLRQ ZDV D VHFRQG \HDU
















 2GHERGH  2Q WKH RWKHU KDQG UHVHDUFKHUV IRXQG KLJKHU OHYHOV RI
HGXFDWLRQDPRQJSURFHVVRUV$PDRHWDO2JXQ\HOHHWDO,WLVFRPPRQ




RI WKH )&8%( SURJUDPPH EXW VHFRQGDU\ DQG WHUWLDU\ HGXFDWLRQ DUH SDLG IRU E\
SDUHQWV(YHQDW WKHEDVLF OHYHOSDUHQWV VWLOOEX\ WH[WERRNVDQGVWDWLRQHU\ DQGSD\









KDYH 6HQLRU 6HFRQGDU\ 6FKRROV EXW KDYH DFFHVV WR WKHVH VFKRROV DW WKH 'LVWULFW
FDSLWDOV 7HFKLPDQDQG6RPDQ\D8VXDOO\ WKHVL]HRI WKHFRPPXQLW\FRXSOHGZLWK
WKHLU VHOIKHOS VSLULW GHWHUPLQHV KRZ VHQLRU VHFRQGDU\ VFKRROV DUH ORFDWHG LQ WKH
GLVWULFWV EXW WKHVH WZR FRPPXQLWLHV DUH DFWXDOO\ YHU\ VPDOO DQG FDQQRW DIIRUG
EXLOGLQJVXFKVFKRROVOHWDORQHSURYLGLQJKRXVLQJIDFLOLWLHVIRUWKHVWDII7KH*KDQD





1RPDMRU LOOQHVVKDVEHHQ UHSRUWHG DPRQJ WKH UHVSRQGHQWV0RVWRI WKHP LQGLFDWHG
WKDW WKHLU FKLOGUHQ KDYH EHHQ LPPXQLVHG DJDLQVW WKH VL[ NLOOHU GLVHDVHV SROLR
PHDVOHVZKRRSLQJFRXJKWHWDQXVGLSKWKHULDDQGWXEHUFXORVLV$OOKRXVHKROGVKDYH
DFFHVV WR KHDOWK IDFLOLWLHV LQ WKH WZR FRPPXQLWLHV 7KHUH LV D FRPPXQLW\ +HDOWK
&HQWUHDW)RULNURPDQGD&DWKROLF+RVSLWDODW7HFKLPDQNPDZD\7KHSHRSOHRI
7RWVXQ\D2NSHUDWWHQGWKHFOLQLFDW2EDZDOHNPDZD\.OR$JRJR+HDOWK3RVW











KHDOWK\ WKH\ FDQ FDUU\ RXW WKHLU IDUPLQJ DQG SURFHVVLQJ DFWLYLWLHV HIILFLHQWO\





GLGQRW UHJLVWHU  LQGLFDWHG WKDW WKH\GLGQRWKDYHPRQH\ WRSD\ IRU WKH LQLWLDO

SUHPLXPRIVHYHQ*KDQDFHGLV*+DQGVRPHDOVRFRPSODLQHGWKDWWKHVFKHPH
ZDV QRW SURSHUO\ H[SODLQHG WR WKHP KHQFH WKHLU LQDELOLW\ WR UHJLVWHU ,W KDV EHHQ
REVHUYHGWKDWWKHUHZDVLQVXIILFLHQWHGXFDWLRQRQWKHSROLF\LQVRPHFRPPXQLWLHVDQG
WKLVFRQWULEXWHG WR IDLOXUHRI VRPHSHRSOH WR UHJLVWHU7KHUH LV WKHUHIRUH WKHQHHG WR








+RXVHV LQ WKH VWXG\ DUHDVZHUHPDLQO\RI WZR W\SHV7KHUH LV WKHPXGEULFNKRXVH
SODVWHUHGZLWKFHPHQWLQVRPHFDVHVDQGURRIHGZLWKHLWKHUWKDWFKRULURQVKHHWV7KH
VHFRQG W\SH LV WKH FHPHQWEORFNEXLOGLQJV URRIHGZLWK LURQ VKHHWV)URP WKH VWXG\
 RI WKH KRXVHKROGV VRPH 0RGHQERIRXU DQG DOO 2KLDIRXU OLYH LQ PXG EULFN
KRXVHV ZKLOH  DOO DUH 0RGHQERIRXU KDYH FHPHQW EORFN EXLOGLQJV 7DEOH 


















WRR H[SHQVLYH DV FRPSDUHG WR WKH FHPHQW EORFN EXLOGLQJV EHFDXVH DOO WKH PDWHULDOV
XVHG IRU WKH PDLQ FRQVWUXFWLRQ DUH DYDLODEOH IUHH RI FKDUJH 7R EXLOG D PXG EULFN











WRSXWXSDEXLOGLQJ7KRVHZKRVWLOO OLYH LQ IDPLO\KRXVHVDUH XQOLNHO\ WRKDYH WKH




)LUHZRRG DQG FKDUFRDO DUH WKH PDMRU VRXUFHV RI HQHUJ\ IRU FRRNLQJ )RULNURP ZDV
FRQQHFWHGWR WKHQDWLRQDOHOHFWULFLW\JULGLQZKLOH7RWVXQ\D2NSHULV\HW WREH
FRQQHFWHG 0RVW RI WKH UHVSRQGHQWV LQ )RULNURP KDYH WKHLU KRXVHV FRQQHFWHG WR
HOHFWULFLW\EXWRIWKHKRXVHKROGVDOO2KLDIRXULQWHUYLHZHGKDYHQRW\HWGRQHVR
7KH\ DWWULEXWHG WKLV WR ODFN RI IXQGV DQG ZHUH HYHQ DIUDLG WKDW DIWHU WKH OLJKW LV










DQG 5HOLHI $JHQF\ $'5$ DQG WKHUH ZHUH D ORW RI ZRRGORWV HVWDEOLVKHG LQ WKH
FRPPXQLW\7KH\ WKHUHIRUHKDYHDFFHVV WRD ORWRIELRPDVV7RWVXQ\D2NSHU LV LQD
WUDQVLWLRQDO]RQHZKHUHWKH\DOVRKDYHDFFHVV WRELRPDVV ,W LV WKHUHIRUHFKHDSHUIRU







WKH EHVW ZD\V WR FRQQHFW WR HOHFWULFLW\ DV  FRPPXQLWLHV LQ *KDQD KDYH EHHQ




7KLV SURJUDPPH ZDV LQWURGXFHG DV D FRPSOHPHQWDU\ DFWLYLW\ WR WKH 1DWLRQDO
(OHFWULILFDWLRQ 3URJUDPPH 7KLV ZDV GRQH D WR DFFHOHUDWH JULG FRQQHFWLRQV IRU
FRPPXQLWLHVZKLFKIHOWWKHLUSURSRVHGSURMHFWVRQWKHSURJUDPPHRILPSOHPHQWDWLRQ





 7KH FRPPXQLW\ PXVW EH ZLOOLQJ DQG DEOH WR SURFXUH DQG HUHFW DOO WKH ORZ
YROWDJHGLVWULEXWLRQSROHVUHTXLUHGIRUWKHZRUNV
 $ PLQLPXP RI RQHWKLUG RI KRXVHV LQ WKH FRPPXQLW\ VKRXOG EH ZLUHG DQG
UHDG\WREHVHUYLFHGDVVRRQDVHOHFWULFLW\VXSSO\LVFRQQHFWHG
*RYHUQPHQWFRQWULEXWLRQWRWKHSURJUDPPH
 *RYHUQPHQW ZLOO SURYLGH DOO PDWHULDOV UHTXLUHG IRU H[WHQVLRQ RI WKH KLJK










'HYHORSPHQW $VVLVWDQFH '$1,'$ SURJUDPPH 7KHUH DUH WZR ERUH KROHV LQ
7RWVXQ\D2NSHU DQG VL[ LQ )RULNURP ,Q )RULNURP WKHUH LV WKH &RPPXQLW\ :DWHU
0DQDJHPHQW&RPPLWWHHZKLFK VXSHUYLVHV WKHXVHRI ZDWHU IURP WKHERUHKROHV DQG
HDFK PHPEHU SD\V WZHQW\ *KDQD SHVHZDV *+ SHU ÄSDQ(? D ELJ ERZO ZKLFK
WKH\XVH DV WKHPHDVXUH7KLV LV LQ FRQWUDVW WR7RWVXQ\D2NSHUZKHUH WKHZDWHU LV
IHWFKHG IUHH DQG WKHUH LV QR ZDWHU PDQDJHPHQW FRPPLWWHH $W 7RWVXQ\D2NSHU
GXULQJ WKH IRFXV JURXS GLVFXVVLRQ SDUWLFLSDQWV H[SODLQHG WKDW WKH\ ZHUH DZDUH WKDW




³7KHUH KDYH EHHQ RFFDVLRQV ZKHUH ZH DWWHPSWHG FRQWULEXWLQJ
PRQH\IRUH[DPSOHWRVWDUWDGD\QXUVHU\VFKRROEXWDOPRVWDOOWKH





7KHUH LV RQH SXEOLF .9,3 LQ HDFK FRPPXQLW\ ZKLOH IRXU RI WKH KRXVHKROGV
LQWHUYLHZHGLQ)RULNURPKDYHFRQVWUXFWHGSULYDWHRQHVLQWKHLUKRPHV8QOLNHZDWHU
WKH\GRQRWSD\ IRU WKHXVHRI WKH.9,3V7KH LGHD LV WKDW WKHUHDUH WRRPDQ\SRRU




SXPSVEHFRPHIDXOW\RUEUHDNGRZQ WKHUHDUH IXQGVDYDLODEOHIRU UHSDLUZRUN WREH
GRQHDVVXPLQJWKHUHLVQRHPEH]]OHPHQW,QWKHFDVHRI7RWVXQ\D2NSHULIWKHUHLVD
EUHDNGRZQ DQG WKH SHRSOH DUH QRW UHDG\ WR FRQWULEXWH PRQH\ WR UHSDLU WKH SXPSV
WKHQ LQ WKH QHDU IXWXUH DOO WKH ERUH KROHV ZRXOG EH RXW RI XVH DQG WKLV LV QRW D
VXVWDLQDEOH GHYHORSPHQW 7KH VDPH DUJXPHQW KROGV IRU WKH .9,3V LQ WKH WZR
FRPPXQLWLHVEHFDXVHWKHUHDUHQRPDQDJHPHQWFRPPLWWHHVWRKDQGOHWKHP*DODDDQG
%DQGLH  VWUHVVHG WKH QHHG IRU HIIHFWLYH FRPPXQLW\ ZDWHU PDQDJHPHQW
FRPPLWWHHV IRU VXVWDLQDELOLW\ RI WKHVH IDFLOLWLHV 7KLV LV EHFDXVH D VXUYH\ LQ VL[
GLVWULFWVLQWKH8SSHUUHJLRQVRI*KDQDVKRZHGWKDWHYHQZKHUHWKHFRPPLWWHHVH[LVW




$OOKRXVHKROGVGHSHQGRQ WKHXVHRISXEOLF WUDQVSRUWDVQRQHKDV LWVRZQPHDQVRI
WUDQVSRUW 2QH IDUPHU DW )RULNURP KDV D WULF\FOH IRU FDUU\LQJ IDUP SURGXFH ,Q

























FDVHVZKHUHIDPLO\ ODQGVDUHDOORFDWHG WRPHPEHUV WKH\RXWKZKRDUH LQWHUHVWHG LQ
IDUPLQJQRUPDOO\DVNWKHLUSDUHQWVIRUDSDUFHORIODQGRULQKHULWWKDWRIWKHLUSDUHQWV







RQH RI WKH UHVSRQGHQWV WKH KRXVH RFFXSLHG E\ WKH KRXVHKROG ZDV EXLOW WKURXJK




















)LIWHHQ RI WKH UHVSRQGHQWV LQ )RULNURP EHORQJHG WR WKH $EURQR 2UJDQLF )DUPHUV
3URMHFW $%2)$3 %R[  7KHUH LV DOVR WKH 2NSHU )DUPHUV $VVRFLDWLRQ
$%2)$3ZDVRUJDQLVHGIRUWKHIDUPHUVWRJRLQWRRUJDQLFIDUPLQJDQGEHHNHHSLQJ
7KH2NSHU&DVVDYD)DUPHUV$VVRFLDWLRQKDVEHHQLQH[LVWHQFHVLQFHWKHHDUO\VEXW




7KH JURXS LV VWLOO LQ H[LVWHQFH EXW QRW DFWLYH 7KLV LV VLPLODU WR WKH REVHUYDWLRQ RI
%URZQ  WKDW PRVW SHRSOH IRUP JURXSV IRU D SDUWLFXODU PRWLYH DQG ZKHQ WKH
PRWLYHLVQRWDFKLHYHGJURXSPHPEHUVXVXDOO\ORVHKRSHDQGWKHJURXSGLVLQWHJUDWHV
7KH JURXSV LQ WKH FRPPXQLWLHV KDYH EHHQ XVHG WR LPSURYH RQ IDUPLQJ DQG RWKHU
OLYHOLKRRGDFWLYLWLHVEHFDXVHRIWKHOLQNDJHVHVWDEOLVKHGHVSHFLDOO\E\$%2)$37KH
RUJDQLF IDUPLQJ FRXSOHG ZLWK WKH DJURIRUHVWU\ SURJUDPPH LQ )RULNURP LV KHOSLQJ











D PHPEHUVKLS RI  IDUPHUV PDGH XS RI  PDOHV DQG  IHPDOHV ,W KDV DQ RIILFH
VWRUH DQG D ZDUHKRXVH IRU IRRG EDQNLQJ 7KH SURMHFW LV IXQGHG WKURXJK ORFDO
FRQWULEXWLRQ RI PHPEHUV DQG DOVR GRQRU VXSSRUW ,W KDV OLQNV ZLWK JRYHUQPHQW DQG
QRQJRYHUQPHQWDORUJDQLVDWLRQVDVFROODERUDWRUV7KHVHDUH02)$$'5$DQG+3,
7KH REMHFWLYHV RI WKH SURMHFW DUH WR GHYHORS RUJDQLF IDUPLQJ DQG LPSURYH IRRG
VHFXULW\ IRU VPDOO VFDOH UXUDO IDUPHUV 6SHFLILFDOO\ WKH SURMHFW LQYROYHV WUDLQLQJ
IDUPHUV LQ RUJDQLF IRRG SURGXFWLRQ EHHNHHSLQJ DJURIRUHVWU\ DQG GU\ VHDVRQ
YHJHWDEOHJDUGHQLQJ$VDW$%2)$3KDGWUDLQHGDOPRVWSHRSOHLQRUJDQLF
IDUPLQJDQGGU\VHDVRQYHJHWDEOHJDUGHQLQJ$FFRUGLQJWR1DQD$GDPVDERXW








+3, DQG $'5$ )DUPHUSURFHVVRUV LQGLFDWHG WKDW $($V SURYLGH WKHP ZLWK
LQIRUPDWLRQDQGSUDFWLFDOWUDLQLQJRQFXUUHQWWHFKQRORJLHVLQDJULFXOWXUHDQGDOVRWKHLU
SURGXFWLRQ SUDFWLFHV 6RPH RI WKH LQIRUPDWLRQ DQG WUDLQLQJ UHFHLYHG ZHUH RQ
LPSURYHGVHHGVRIPDL]HDQGYHJHWDEOHVLPSURYHGFDVVDYDYDULHWLHVSODQWLQJLQURZV
DWWKHFRUUHFWVSDFLQJDQGWLPHO\ZHHGLQJ7KHVHDFFRUGLQJWRWKHIDUPHUSURFHVVRUV




)DUPHUV KDYH FRPPXQLFDWLRQ HTXLSPHQW VXFK DV WKH UDGLR 79 DQG FHOO SKRQHV















WUDQVLVWRU UDGLRV DQG WKHUH DUH WKHUHIRUH QR WHOHYLVLRQ VHWV DQG FHOO SKRQHV 7KH
IDUPHUVKRZHYHUKDYHDFFHVV WR D FRPPXQLFDWLRQFHQWUH DW2VXERHZKLFK LV NP
DZD\7KLV FHQWUHXVHV PRELOHSKRQHVRQFRPPHUFLDOEDVLV WR WUDQVPLW DQG UHFHLYH
PHVVDJHV,QFLGHQWDOO\WKDWLVWKHRQO\SODFHZKHUHRQHFDQJHWWKHUHFHSWLRQIRUWKH
9RGDIRQHQHWZRUN$OORWKHUQHWZRUNVDUHQRWIRXQGLQWKHDUHD7KHFRPPXQLFDWLRQ
FHQWUH RSHUDWRU LQGLFDWHG WKDW VKH UHFKDUJHV KHU SKRQHV DW +XKXQ\D  NP DZD\
ZKHUH WKHUH LV HOHFWULFLW\ 7KH\ DUH WKHUHIRUH DEOH WR FRPPXQLFDWH ZLWK UHODWLYHV
RXWVLGHWKHYLOODJHWKURXJKWKH2VXERHFHQWUH7KHUHDUHWZRFRPPXQLFDWLRQFHQWUHV
LQ )RULNURP SURYLGLQJ HDV\ DFFHVV WR UHODWLYHV RXWVLGH WKH WRZQ $FFRUGLQJ WR WKH




,Q )RULNURP KRXVHKROGV ZKR GR QRW KDYH 79 VHWV YLVLW RWKHUV WR ZDWFK 79
SURJUDPPHV LQ WKH HYHQLQJV 7KHLU IDYRXULWH SURJUDPPHV DUH WKH $NDQ GUDPD
*KDQDLDQ DQG 1LJHULDQ )LOPV DQG IRRWEDOO $JDLQ WKH\ GR QRW XVH WKH 79 IRU
DJULFXOWXUDO SURJUDPPHV EHFDXVH DFFRUGLQJ WR WKHP WKH\ DUH DOPRVW DOZD\V RQ WKH
IDUPZKHQ VXFKSURJUDPPHVDUHEHLQJEURDGFDVW7KHLU LQDELOLW\ WR WDNH LQWHUHVW LQ
DJULFXOWXUDO LVVXHV RQ WKH 79 DQG UDGLR PLJKW VWHP IURP WKH IDFW WKDW H[WHQVLRQ
RIILFHUVKDYHQRWVHQVLWLVHGWKHPRQVXFKLVVXHV,Q7HFKLPDQWKHUHLVDUDGLRVWDWLRQ
&ODVVLF)0ZKLFK LV VSRQVRUHGE\$IULFD)DUP5DGLR ,QWHUQDWLRQDODQG IDUPHUV LQ
)RULNURP FDQ EHQHILW IURP DJULFXOWXUDO EURDGFDVWV IURP WKLV VWDWLRQ EHFDXVH UXUDO
UDGLR EURDGFDVWV KDYH EHHQ IRXQG WR EH D YHU\ XVHIXO WRRO LQ FRPPXQLFDWLQJ
DJULFXOWXUDO WHFKQRORJ\ DQG PDUNHW LQIRUPDWLRQ WR IDUPHUV &KDSPDQ HW DO 
$EEH\0HQVDK  %HQDPUDQH  4XDUP\QH  $FFRUGLQJ WR $EEH\











KHDG ZKR GLVWULEXWHV ODQG WR PHPEHUV RI WKH IDPLO\ ,PPLJUDQWV DOVR KDYH HDV\
DFFHVVWRWKHODQGWKURXJKKLULQJDQGWKHUHDUHQRKLQGUDQFHVWRKLULQJRIODQGLQWKHVH
DUHDV ,Q ERWK FRPPXQLWLHV WKH FRVW RI KLULQJ DQ DFUH RI ODQG SHU \HDU ZDV WZHQW\
*KDQD FHGLV *+ ,Q ERWK FRPPXQLWLHV DOO WKH UHVSRQGHQWV DUH ZRUNLQJ RQ
IDPLO\ ODQGV DQG WKHUH ZDV WKHUHIRUHQRKLULQJ RI ODQG)RUPHUO\ZRPHQZHUHQRW
DOORZHGWRLQKHULWODQGEHFDXVHRIWKHIHDUWKDWLIDZRPDQLQKHULWVWKHODQGDQGJHWV
PDUULHGWRDQRWKHUPDQRXWVLGHWKHIDPLO\WKHODQGLQWKHORQJUXQPD\EHSDVVHGRQ




³0\ IDWKHU KDG WKUHH GDXJKWHUV ZLWKRXW D VRQ DQG , DP WKH ILUVW ERUQ
FKLOG,VWD\HGZLWKKLPIRUDORQJWLPHEHIRUHJHWWLQJPDUULHG$IWHUP\





7KH VL]H RI IDUP KROGLQJV RI IRRG FURSV UDQJH EHWZHHQ  KHFWDUHV ZKLOH WKH IHZ
SODQWDWLRQFURSVDUHDERYHKHFWDUHV7KHLUFRQVWUDLQWLVWKDWWKHJURZLQJSRSXODWLRQ
LV OHDGLQJ WR IUDJPHQWDWLRQ RI WKH ODQG ZKLFK VHYHUDO DXWKRUV KDYH QRWHG $\LYRU
&RGMRH-KDHWDO%L]PDQDHWDO7KHVL]HRIIDUPKROGLQJV







-RKQVRQ  GHVFULEHG DV LQGXFHG KXPDQ HQYLURQPHQWDO FKDQJH 7KH IDUPHUV
LQGLFDWHG WKDW WKH\ KDYH QRW EHHQ XVLQJ LQRUJDQLF IHUWLOLVHUV EHFDXVH RI ILQDQFLDO
UHDVRQV7KHDJURIRUHVWU\ DQGRUJDQLF IDUPLQJSURJUDPPHV LQ)RULNURPPD\ LQ WKH
ORQJUXQEHQHILWWKHIDUPHUVLQLPSURYLQJVRLOIHUWLOLW\DVLQWKHFDVHRIDJURIRUHVWU\











7KH ULYHU $VXNDQWLD IORZV WKURXJK )RULNURP ZKLOH WKHUH LV WKH ULYHU 0RJ\DZXLH LQ
7RWVXQ\D2NSHU:DWHU IURPWKHVHULYHUVLVXVXDOO\XVHGIRUZDVKLQJFORWKHVDQGLQ








3ULFHV RI LQSXWV VXFK DV KRH FXWODVV VHHGV IHUWLOL]HUV DQG LQVHFWLFLGHV FRQWLQXH WR
LQFUHDVHIURP\HDUWR\HDU)RUH[DPSOHWKHSULFHRIKRHURVHIURP*+LQWR






7KHUH LV JHQHUDOO\ DQ REVHUYHG GHFOLQH LQ VRLO IHUWLOLW\ LQ WKH VWXG\ DUHDV 7KLV LV
PDLQO\GXH WRFRQWLQXRXVFURSSLQJRI WKHVDPHSLHFHRI ODQGRYHU WKH\HDUVKLJKO\
PHFKDQLVHGFXOWLYDWLRQSUDFWLFHGLQWKHVDQGWKHLQDELOLW\RIWKHSHRSOHWRDGRSW
VRLO FRQVHUYDWLRQSUDFWLFHV D VLWXDWLRQ -RKQVRQ GHVFULEHG DV LQGXFHGKXPDQ
HQYLURQPHQWDOFKDQJHFDXVHGE\VRFLDODFWLYLWLHVRUSURFHVVHV

$QRWKHU IDFWRU H[SODLQHGE\ WKHKRXVHKROGVZDV WKH IDFW WKDW LQFUHDVLQJSRSXODWLRQ
KDVPDGHLWLPSRVVLEOHIRUWKHPWRSUDFWLFHODQGURWDWLRQDQGWKHUHIRUHFRQWLQXHWRXVH
WKH VDPH SLHFH RI ODQG HYHU\ \HDU 7KH\ WKHUHIRUH XVH LQRUJDQLF IHUWLOL]HUV VXFK DV
13.VXOSKDWHRIDPPRQLDDQGXUHDWRLPSURYHIHUWLOLW\RIWKHVRLO,Q)RULNURPWKH




+RXVHKROGV DOVR H[SHULHQFH VKRFNV IURP WKH LQFUHDVH LQ SHWUROHXP SURGXFWV VLQFH
SULFHV FRQWLQXHG WR ULVH VLQFH  7KLV LV EHFDXVH DQ LQFUHDVH LQ WKH SULFH RI




FDQQRW WUDQVSRUW WKH FDVVDYD EDFN KRPH ZLWK WKH KLJK WUDQVSRUW FRVWV $Q HOGHUO\
ZRPDQDIDUPHUDW)RULNURPZKRDOVRSURFHVVHVKHUFDVVDYDLQWRNRNRQWHODPHQWHG
WKXV
³7RGD\ WKH SULFH RI SHWURO JRHV XS WRPRUURZ ORUU\ IDUHV JR XS 7KH
GULYHUV FKDUJH WKH EDJ RI NRNRQWH RU FDVVDYD PRUH WKDQ HYHQ ZH WKH
KXPDQ EHLQJV 6RPHWLPHV \RX HQWHU WKH PDUNHW DQG WKHUH LV VR PXFK
FDVVDYD WKDW\RXHLWKHU VHOO LWFKHDSRU\RXSD\ WKHVDPH ORUU\ IDUHDQG
EULQJ LW EDFN EHIRUH SURFHVVLQJ LQWR NRNRQWH 0RVW RIWHQ , VHOO LW FKHDS

































DIIRUGHG E\ MXVW D IHZ EHFDXVH RI KLJK FRVW RI IHHV 7KH )&8%( SURJUDPPH QRZ
HQDEOHVFKLOGUHQRIVFKRROJRLQJDJHWRDWWHQGEDVLFVFKRROEXWDVQRWHGE\81(6&2
 GLUHFW DQG LQGLUHFW FRVWV WR SDUHQWV SRRU TXDOLW\ RI EDVLF HGXFDWLRQ ODFN RI









WKH OLWWOH ILQDQFLDO FDSLWDO WKDW KH EURXJKW +H WKHQ ZHQW IRU WUDLQLQJ LQ RUJDQLF
IDUPLQJLQ.XPDVLDQGODWHURQHVWDEOLVKHG$%2)$3+HDVVLVWHGIDUPHUVWRIRUPD
JURXSWRVWDUWRUJDQLFIDUPLQJDQGDJURIRUHVWU\%\WKHHQGRIKHKDGDFUHVRI
FDVVDYD  DFUHV RI FLWUXV  DFUHV RI PDQJR  DFUHV RI WHDN SODQWDWLRQ DQG 
EHHKLYHV+HEHQHILWHGIURPWKH+3,DVVLVWDQFHLQWKHIRUPRIEHHKLYHVEUHHGLQJ
JRDWV DQG SRXOWU\ $FFRUGLQJ WR KLP KH SURFHVVHV WKH JUHDWHU SDUW RI FDVVDYD















, LQKHULWHG P\ IDWKHU(?V WZRDFUH ILHOG DIWHU KLV GHDWK , JURZ FDVDYD PDL]H DQG
JURXQGQXWV $OO WKH LQFRPH , UHFHLYHG IURP WKH ILHOG KDV DOZD\V EHHQ XVHG IRU WKH
IDPLO\(?VVXEVLVWHQFH,KDYHUHDOLVHGWKDWWKHVHYHQFKLOGUHQ,KDYHDUHWRRPDQ\DVDOO
WKHLQFRPHLVVSHQWRQWKHP,FRXOGQRWJHWDQ\ILQDQFLDODVVLVWDQFHIURPDQ\ERG\VR










SDUWO\ GXH WR WKH IDFW WKDW WKH\ KDYH HDV\ DFFHVV WR KHDOWK IDFLOLWLHV FRQWUDU\ WR WKH
UHSRUWVWKDWUXUDOSRSXODWLRQVJHQHUDOO\KDYHOHVVDFFHVVWRKHDOWKVHUYLFHVRIWHQGXH
WRSRRUO\GHYHORSHGLQIUDVWUXFWXUHDQGSRYHUW\*ZDWNLQHWDO+RXVHKROGVWKDW
KDYH UHJLVWHUHG ZLWK WKH 1+,6 HQMR\ IUHH PHGLFDO FDUH IRU PRVW RI WKHLU DLOPHQWV







WR VDWLVI\ RQH PDMRU SLOODU RI IRRG VHFXULW\ SK\VLFDO DFFHVV DV LQGLFDWHG E\ )$2
E,Q\HDUVRILQDGHTXDWHUDLQIDOOWKH\GRQRWKDYHSURSHUKDUYHVWRIPDL]HDQG
WKHUHIRUH GHSHQG RQO\ RQ FDVVDYD IRU IHHGLQJ DQG WKLV DIIHFWV WKHLU IRRG UHVHUYHV





)RU WKH VDIHW\ DQG QXWULWLRXV DVSHFW ZLWK UHJDUGV WR WKH GHILQLWLRQ RI IRRG VHFXULW\
WKHUH ZHUH QR DVVHVVPHQWV LQ WKH VWXG\ EHFDXVH WKH\ KDYH WR EH FDUULHG RXW LQ WKH
ODERUDWRULHV DQG WKLV ZDV D OLPLWDWLRQ WR WKH UHVHDUFK ZRUN 6LQFH WKH SK\VLFDO DQG
HFRQRPLF DFFHVV DUH QRW DGHTXDWH KRXVHKROGV FDQQRW WKHUHIRUH EH VDLG WR EH IRRG





VRLO IHUWLOLW\ ,QFUHDVHV LQ SULFHV RI IDUPLQJ LQSXWV KDV EHHQ D PDMRU SUREOHP WR
KRXVHKROGVDVWKHLQFUHDVHVGRQRWPDWFKZLWKWKHFRUUHVSRQGLQJLQFUHDVHLQSULFHVRI
WKHLUSURGXFWV7KLVLVRQHRIWKHIDFWRUVPLOLWDWLQJDJDLQVWLQFUHDVHVLQWKHLULQFRPHV













7KH DJURIRUHVWU\ SURJUDPPH DQG WKH E\ODZV UHJDUGLQJ EXVK ILUHV KDYH PDGH WKH
FRPPXQLWLHVOHVVYXOQHUDEOHWRWKHHIIHFWVRIVXFKDFWLRQV$VQRWHGE\VRPHDXWKRUV
VXFKSURJUDPPHVKDYHWKHFDSDFLW\RILPSURYLQJVRLOIHUWLOLW\LQFUHDVLQJELRGLYHUVLW\
DQG UHGXFLQJ WKH HIIHFWV RI FOLPDWH FKDQJH 5XDUN  7KH UHVSRQGHQWV EHOLHYH
WKDW WKH DJURIRUHVWU\ SURJUDPPH KDV SURWHFWHG WKH ZDWHUVKHG RI 5LYHU $VXNDQWLD
KHQFHGU\LQJRIWKHULYHUKDVEHFRPHDWKLQJRIWKHSDVW7KHDIRUHVWDWLRQSURMHFWKDV
DOVR LPSURYHG VRLO IHUWLOLW\ LQ VRPH FDVHV DV WKH OHJXPLQRXV SODQW /HXFHQHD
OHXFRFHSKDOOD KDV EHHQ SODQWHG DOO RYHU WKH YLOODJH 7KH LQWURGXFWLRQ RI RUJDQLF
IDUPLQJE\$%2)$3LVKHOSLQJWRFRQVHUYHWKHVRLODQGLPSURYHRQLWVIHUWLOLW\7KH






















































YDULHWLHV VXFK DV $ILVLDIL $EDVDILWDD *EOHPRGXDGH DQG 7HNEDQN\H E\ $($V RI
02)$ 6RPH RI WKH IDUPHUV ZKR FRXOG QRW UHPHPEHU WKH QDPHV RI WKH YDULHWLHV
PHQWLRQHGWKHPDVÄ$JULF(?PHDQLQJWKDWWKH\ZHUHLQWURGXFHGWRWKHPE\WKH$($V
8QOLNHIDUPHUVLQ)RULNURPZKRJURZLPSURYHGFDVVDYDYDULHWLHV LQDGGLWLRQWRWKH
ORFDO RQHV WKH SHRSOH RI 7RWVXQ\D2NSHU JURZ PDLQO\ ORFDO YDULHWLHV RI FDVVDYD




/RFDO YDULHWLHV RI FDVVDYD FXOWLYDWHG LQ ERWK FRPPXQLWLHV DUH $QNUDK 3HSHWLIL
1LJHULD7DOOHU<DDEDE\%RNHQWHPD$QNXPD%RVRPQVLD2VKHZNDZ.ZDWVDP(VL






QRW KDYH 7KXV WKH IDUPHUV DW 7RWVXQ\D2NSHU GR QRW KDYH DFFHVV WR LPSURYHG
YDULHWLHV RU FURS SURGXFWLRQ WHFKQLTXHV GXH WR ODFN RI H[WHQVLRQ RIILFHUV D PDMRU
FRQVWUDLQW WR DJULFXOWXUH DV LGHQWLILHG E\ UHVHDUFKHUV 0RUULV HW DO  5|OLQJ
7KHH[WHQVLRQDJHQWWRIDUPHUUDWLRSOD\VDQLPSRUWDQWUROHLQWKLVVLWXDWLRQ,Q
*KDQD WKH RIILFLDO UDWLR LV  02)$  ZKLFK LV H[WUHPHO\ KLJK
FRQVLGHULQJWKHORJLVWLFVDYDLODEOHWRWKH$($7KHUHKDVEHHQPXFKFRQFHUQIRUWKH
KLJK $($ WR IDUPHU UDWLR DQG RQH ZD\ WR DGGUHVV WKH LVVXH LV WR ORRN DW SULYDWH
H[WHQVLRQ GHOLYHU\ $PH]DK DQG +HVVH  $ IDUPHU GXULQJ WKH KRXVHKROG
GLVFXVVLRQVKDGWKLVWRVD\
³³7KHUH LV DQ $($ LQ 2EDZDOH EXW QHYHU YLVLWV XV :KHQ ZH
DSSURDFKHGKLPKH LQGLFDWHG WKDW7RWVXQ\D2NSHU LV QRWSDUWRI








FRFRD IRU WKHFRXQWU\EXWP\ ODWH IDWKHU WROGPH WKDW WKHVZROOHQ
VKRRWGLVHDVHGHVWUR\HGDOOWKHLUIDUPVVRZHQRZSURGXFHFDVVDYD
DQGRWKHUFURSV<RXGHPRQVWUDWHG WRXVKRZWRSUHSDUHDEHWWHU






WKHLU FKLOGUHQ DVVLVWLQJ WKHP :KHQ WKH UDLQ\ VHDVRQ VWDUWV LQ 0DUFK DQG $SULO





















FRQWDPLQDWLRQ LV D PDMRU SUREOHP 7KH XQVDIH DQG LQFRQYHQLHQW NRNRQWH EHLQJ
SURGXFHGIRUPHGWKHEDVLVRIWKH&DVVDYD60(3URMHFWWRLQWHUYHQHDQGLQWURGXFHWKH





















)DUPHUV(?ZLYHVDOVRVHQGWKHLURZQNRNRQWH WR WKHPDUNHWDQGVHOO WRPLGGOHPHQRU
UHWDLO ZKHQ WKH TXDQWLWLHV DUH YHU\ VPDOO 0DMRU PDUNHWLQJ FHQWUHV DYDLODEOH DUH
7HFKLPDQDQG1NRUDQ]DIRU)RULNURPDQG1NXUDQNDQDQG.OR$JRJRPDUNHWVIRU
7RWVXQ\D2NSHU 3ULFHV RI IDUP SURGXFWV KDYH EHHQ IOXFWXDWLQJ GHSHQGLQJ RQ WKH
VHDVRQV%HUJHW DO REVHUYHG WKH UROHRI0DUNHW4XHHQV DVPLGGOHPHQZKR
FRQWUROPDUNHWV LQ*KDQD7KH0DUNHW4XHHQVFRRUGLQDWHVXSSO\DQGGHPDQGLQDQ
HIIHFWLYHZD\LQWKHPDUNHWVXFKWKDWRXWVLGHUVXVXDOO\KDYHGLIILFXOWLHVVHOOLQJWKHLU
SURGXFWVGLUHFWO\ WR FRQVXPHUVZLWKRXW WKH UHJLVWHUHGPDUNHW ZRPHQ 3HSSHOHQERV
+RZHYHUWKHYLOODJHZRPHQZKREULQJWKHLUJRRGVIRUVDOHLQVXFKPDUNHWV
VRPHWLPHVHQGXSZLWKORZHUSULFHVIURPWKHPDUNHWZRPHQ7KXVPLGGOHPHQZKR






IUHH RI RGRXU .RNRQWH FKLSV WKDW DUH H[WUHPHO\ LQIHVWHG ZLWK IXQJL EHFRPH DOPRVW
EODFNZKHQPLOOHGJLYLQJ WKHSUHSDUHGSDVWH WKH VDPHFRORXU:HVWE\ HW DO 
REVHUYHGWKDWNRNRQWHLVZHOOOLNHGE\DVLJQLILFDQWSURSRUWLRQRIXUEDQEDVHGKLJKHU
LQFRPHFRQVXPHUVZKRKRZHYHUGRQRWHDWLWEHFDXVHRILWVXQK\JLHQLFPHWKRGRI
SURGXFWLRQ DQG VDIHW\ ,W LV WKHUHIRUH QRW FRQVXPHG E\ PDQ\ SHRSOH DQG KDV D




7KH VHUYLFH SURYLGHUV LGHQWLILHG LQ WKH NRNRQWH YDOXH FKDLQ DUH ILQDQFLDO VHUYLFH





IDUPHU(?V LQYHVWPHQW EHKDYLRXU %DQNLQJ IDFLOLWLHV DUH HDVLO\ DFFHVVLEOH WR WKH
KRXVHKROGVDVWKHUHDUHUXUDOEDQNVDQG*KDQD&RPPHUFLDO%DQNLQGLVWULFWFDSLWDOV
2QO\ WKUHH IDUPHUSURFHVVRUV LQGLFDWHG WKDW WKH\ KDYH EHHQ VDYLQJ ZLWK WKH EDQNV
WZRLQ)RULNURPDQGRQHLQ7RWVXQ\D2NSHU7KHIDUPHUSURFHVVRUVDUHDOODZDUHRI
EDQNLQJ IDFLOLWLHV DQGDOVRNQRZ WKH DGYDQWDJHVRI VDYLQJPRQH\ LQ WKHEDQNV EXW
WKH\H[SODLQHGWKDWWKH\GRQRWKDYHVXIILFLHQWIXQGVWRPHHWWKHLUQHHGVEHIRUHJRLQJ
WRVDYHWKHUHVWLQWKHEDQN2QHRIWKHWZRIDUPHUSURFHVVRUVWKDWKDGDFFRXQWVZLWK




IDFLOLW\ RI ILYH KXQGUHG *KDQD FHGLV *+ IURP WKH $JULFXOWXUDO 'HYHORSPHQW
%DQN LQ WKH V WKURXJK WKH *KDQD 1DWLRQDO $VVRFLDWLRQ RI )DUPHUV DQG
)LVKHUPHQ$FFRUGLQJWRWKHPSDUWRIWKHORDQJUDQWHGWKHPZHQWLQWRWLSVIRUEDQN
RIILFLDOVDQG WKHPRQH\ WRRZDVQRW UHFHLYHGRQ WLPH0HPEHUVZHUH WKHUHIRUHQRW





WKH PRQH\ ZDV JLYHQ WR XV :H UHDOLVHG WKDW DIWHU VHYHUDO SD\PHQWV WR






UDUHO\ UHDFK UXUDO SHRSOH EHFDXVH RI WKH ULVNV DQG WUDQVDFWLRQ FRVWV -RQHV HW DO
$OVRPRVWVPDOOVFDOHIDUPHUVFDQQRWVDWLVI\PRVWRI WKHFRQYHQWLRQDOEDQN














x (YLGHQFH RI SURRI RI PDUNHW IRU WKH SURGXFW LQFOXGLQJ ZKHUH SRVVLEOH
VSHFLILFXSWDNHFRQWUDFWVZLWKFUHGLEOHEX\HUVDQGDIRUPDOOHWWHUFRPPLWWLQJ
WKH EX\HU WR SD\ IRU WKH SURGXFW E\ PHDQV RI D FKHTXH LVVXHG LQ WKH MRLQW
QDPHVRIWKHEDQNDQGWKHERUURZHU





$QRWKHUFRQVWUDLQW LV WKHEDQNV(?EXUHDXFUDWLF WHQGHQFLHVFRXSOHGZLWKFRUUXSWLRQDV




0RVW KRXVHKROGV GHSHQG RQ IDPLO\ ODERXU PHQ ZRPHQ DQG FKLOGUHQ IRU WKHLU




7KHVHSHRSOHDUHSDLGRQ WKHDYHUDJHRQH*KDQDFHGL ILIW\SHVHZDV WR WZR*KDQD
FHGLV *+*+ SHU GD\ LQ DGGLWLRQ WR OXQFK +LUHG ODERXU LV HDVLO\
DYDLODEOHDQGDIIRUGDEOH

6RPH PHQ DOVR SRRO ODERXU UHVRXUFHV WRJHWKHU DQG WKLV LV UHIHUUHG WR DV QQRERD
JURXSV LQ)RULNURPDQGDV WKHNDWVX LQ7RWVXQ\D2NSHU7KHVHDUH LQIRUPDOJURXSV










IDUPHUV<RXQJHUSHRSOHDUHPRUH OLNHO\ WR IRUPQQRERDJURXSVEHFDXVH WKH\KDYH
OHVV FDSLWDO WR KLUH ODERXU DQG KDYH OHVV DFFHVV WR IDPLO\ ODERXU $\LYRU 
REVHUYHGWKHVDPHDUUDQJHPHQWVDPRQJWKH(ZHIDUPHUVZKLFKWKH\UHIHUWRDVILGR
ILGH7KHXVHRIQQRERDJURXSVGRHVQRWHQWDLOWRRPXFKFRVWEHFDXVHIHHGLQJWKHPHQ
LV DOPRVW HTXLYDOHQW WR IHHGLQJ WKH ÄE\GD\(? PDQ ZKR KDG WR EH SDLG KLV ZDJHV LQ




,QSXW VXSSOLHUV DUH WUDGHUV ZKR GHDO LQ IDUP LQSXWV VXFK DV KRH FXWODVV VHHGV
IHUWLOL]HUV LQVHFWLFLGHV DQG MXWH VDFNV 7KHVH LQSXWV DUH IRXQG LQ DOO WKH PDUNHWLQJ
FHQWUHV LQ WKHGLVWULFWV 3ULFHVRI LQSXWV FRQWLQXH WR LQFUHDVH IURP \HDU WR \HDU )RU
H[DPSOHWKHSULFHRIDKRHURVHIURP*+LQWR*+LQZKLOHWKH











7KH &5, KDV GHYHORSHG QHZ FDVVDYD YDULHWLHV IRU XVH LQ WKH FRXQWU\ UHIHU EDFN WR
VHFWLRQ  7KHVH YDULHWLHV DUH EHLQJ XVHG E\ IDUPHUV LQ WKH FRXQWU\ )DUPHU
SURFHVVRUVLQ)RULNURPDUHXVLQJPRVWRIWKHVHYDULHWLHVDVLQGLFDWHGLQVHFWLRQ
(YHQ WKRXJK VRPH DUH EHLQJ XVHG E\ WKH IDUPHUV LQ 7RWVXQ\D2NSHU WKH\ GLG QRW









7KH )5, KDV SURYLGHG DQ HQDEOLQJ HQYLURQPHQW IRU NRNRQWH SURFHVVRUV WKURXJK WKH
GHYHORSPHQWRIWKHNRNRQWHPLQLFKLSWHFKQLTXHWKHWHFKQRORJ\WKDWKDVEHHQXVHGLQ
WKHSURFHVVXSJUDGLQJGLVFXVVHG LQ VHFWLRQ7KLV WHFKQRORJ\KDVEHHQ LGHQWLILHG
E\ IDUPHUV DV D YHU\ JRRG DOWHUQDWLYH WR WKH H[LVWLQJ ORFDO NRNRQWH SURFHVVLQJ
WHFKQRORJ\EXWWKHFRVWRIWKHVOLFLQJPDFKLQHKDVEHHQWKHLUPDLQSUREOHPDVWKH\
GRQRWKDYHPRQH\WREX\VXFKDPDFKLQH7KH,QVWLWXWHDOVRFDUULHVRXWUHVHDUFKRQ
RWKHU DVSHFWV RI NRNRQWH SURFHVVLQJ LQ SDUWQHUVKLS ZLWK RWKHU UHVHDUFK LQVWLWXWLRQV




7KH WZR 'LVWULFW $VVHPEOLHV LQ ZKLFK WKH VWXG\ ZDV FRQGXFWHG ZHUH PDLQO\
FRQFHUQHG ZLWK WKH DOORFDWLRQ RI PDUNHW VWDOOV IRU PDUNHWLQJ RI NRNRQWH DQG









WKH NRNRQWH PRYHV DORQJ WKH FKDLQ PLGGOHPHQ DGG D YDOXH RI *+)?  DQG
UHWDLOHUV DOVR DGG D YDOXH RI *+)?  7KH PDLQ FRVW LWHPV ZHUH KDUYHVWLQJ
WUDQVSRUWDWLRQSHHOLQJZDVKLQJGU\LQJDQGEDJJLQJ7KHYDOXHDGGLWLRQILJXUHVDUH



































































WKH LPSURYHG )5, NRNRQWH FKLSV $ GLHVHO HQJLQH FDVVDYD VOLFHU 0RGHO 6$$ 
ZDVVHQWWR7RWVXQ\D2NSHUIRUWKHGHPRQVWUDWLRQ)UHVKFDVVDYDWXEHUVZHUHSHHOHG
DQG WKRURXJKO\ZDVKHG IRU VOLFLQJ7KHPRWRUL]HG VOLFHUZDV WKHQXVHG WR VOLFH WKH
SHHOHGFDVVDYDLQWRVOLFHV3ODWH3DUWLFLSDQWVZHUHPDGHWRSUDFWLFHWKHXVHRIWKH
VOLFHUDQGFRPSDUHWKHHYHQVL]HVRI WKHVOLFHGFKLSV WR WKDWRI WKHWUDGLWLRQDOFKLSV







ZKLFK ZHUH FRVW RI WKH WHFKQRORJ\ GU\LQJ RI WKH FKLSV K\JLHQH FRORXU DQG
SDFNDJLQJ)5,LQGLFDWHGWKDWWKH\XVHGWKLVYDULDEOHVLQHDUOLHUDVVHVVPHQWVZKHQWKH




































FDVH WKHUH LV UDLQIDOO 7KLV SUHYHQWV IXQJDO JURZWK RQ WKH FKLSV 9HU\ JRRG GU\LQJ
OHDGV WR ZKLWLVK FRORXU ZKLFK WKH\ DJDLQ SUHIHUUHG WR WKH EURZQ DQG EODFN FRORXU
SURGXFHGWKURXJKWKHPDQXDOPHWKRGZKLFKHDUQHGNRNRQWHWKHQDPH³%ODFN6DQ\D´
)RU WKH K\JLHQLF DVSHFW RI WKH NRNRQWH WKH IDUPHUV VFRUHG WKH PLQLFKLS WHFKQLTXH
KLJKHU EHFDXVH ZLWK WKLV PHWKRG IXQJDO JURZWK LV DOPRVW HOLPLQDWHG DQG LW LV WKH
K\JLHQLFDVSHFWWKDWSUHYHQWVFRQVXPHUVPRVWO\IURPEX\LQJWKHNRNRQWH)LQDOO\WKH
SDFNDJHGNRNRQWHZDV VRDSSHDOLQJ WR WKHP WKDWHYHQ WKRXJK WKH\FDQQRWDIIRUG WR
EX\WKHPDFKLQHWKH\VDLGWKH\ZRXOGVWDUWEDJJLQJZKDWHYHUWKH\KDYHSURGXFHGLQ
D VLPLODU PDQQHU 7KHVH SHUFHSWLRQV DUH VLPLODU WR WKH ILQGLQJV RI &ROOLQVRQ HW DO
ZKRDVVHVVLQJXUEDQPDUNHWRSSRUWXQLWLHVIRUKLJKTXDOLW\FDVVDYDSURGXFWVLQ

















2QH PDMRU LVVXH ZKLFK WKH IDUPHUV EURXJKW XS ZDV PDUNHWLQJ RI WKH QHZ SURGXFW
7KH\ FRPSODLQHG WKDW VLQFH WKH SURGXFW LV GLIIHUHQW IURP WKH ELJ VOLFHV WKDW WKH
FRQVXPHUVNQRZLWZRXOGEHGLIILFXOWIRUWKHPWRSULFHWKHQHZRQHRQWKHPDUNHWD





DSSURSULDWH EXW WKH IXQGV QHHGHG WR EX\ WKH PDFKLQH PDNHV WKH WHFKQRORJ\ QRW
DIIRUGDEOH /LWHUDWXUH RQ DGRSWLRQ LQGLFDWHV WKDW DQ LQQRYDWLRQ WR EH DGRSWHG PXVW
KDYH D FRPSDUDWLYH DGYDQWDJH RYHU WKH H[LVWLQJ RQH 5RJHUV  7KH IDUPHUV
DJUHHGWKDWWKHPDFKLQHKDVDUHODWLYHDGYDQWDJHRYHUWKHPHWKRGWKH\ZHUHXVLQJDV
WKHNRNRQWHGULHVIDVWHUZLWKDEHWWHUFRORXUDQGTXDOLW\KRZHYHUWKHFRVWRIEX\LQJLW
LV WKH SUREOHP 'XULQJ GLVFXVVLRQV SHULRG DIWHU WKH GHPRQVWUDWLRQ D SURFHVVRU
FRQWULEXWHGWKXV
³<RX FDQ VHH KRZ SRRU ZH DUH LQ WKLV YLOODJH (YHQ \RXU
VXJJHVWLRQV WKDW ZH VKRXOG FRQWULEXWH PRQH\ DQG EX\ D PDFKLQH
PD\QRWZRUNEHFDXVH WKHUH LVQRPRQH\0RUHRYHU LIZHVKRXOG
FRQWULEXWHDQGEX\WKLVPDFKLQHRQHGD\LVVXHVRIZKRFRQWUROVLW




7KH HIIHFWV RI OLYHOLKRRGV RQ XSJUDGLQJ RI WKH NRNRQWH YDOXH FKDLQ KDYH EHHQ
H[DPLQHG MRLQWO\E\ IDUPHUSURFHVVRUVDQG WKH UHVHDUFKHU LQ WKHFRQWH[WRIDOO WKH
ILYH FDSLWDO DVVHWV DQG LQVWLWXWLRQVZLWKLQ WKHHQDEOLQJHQYLURQPHQW7KHVH DUH IXOO\













































































DV WKH PDFKLQH LV VSDUNHG LW QR ORQJHU QHHGV DQ\ FRQWURO EXW MXVW WR IHHG LW ZLWK
FDVVDYD IRU VOLFLQJ /DERXU DYDLODELOLW\ RU VNLOO UHTXLUHG IRU RSHUDWLQJ WKH PDFKLQH
WKHUHIRUHKDVQRHIIHFWRQWKHXSJUDGLQJRIWKHFKDLQ

7KHHGXFDWLRQDO VWDWXVRI WKH IDUPHUV DOVRKDVQR LPSDFWRQ WKHXSJUDGLQJSURFHVV

















7RWVXQ\D2NSHU EXW DYDLODEOH LQ )RULNURP ZKHUH WKH WHFKQRORJ\ KDV QRW EHHQ
LQWURGXFHG7KHUHDUHGLHVHOSRZHUHGDQGHOHFWULFSRZHUHGVOLFHUVRQWKHPDUNHW7KH
HOHFWULF SRZHUHG HQJLQH LV HDVLHU WR RSHUDWH DQG PRUH HIILFLHQW WKDQ WKH SHWURO
SRZHUHG HQJLQH 6LQFH WKHUH ZDV QR HOHFWULFLW\ LQ WKH YLOODJH WKH GLHVHOSRZHUHG
HQJLQH ZDV XVHG IRU WKH GHPRQVWUDWLRQ 7KH SURFHVVRUV WKHUHIRUH GR QRW QHHG
HOHFWULFDOSRZHUWRRSHUDWHWKHPDFKLQH:LWKRXWHOHFWULFLW\WKHSURFHVVRUVZRXOGEH
FRPIRUWDEOH XVLQJ WKH GLHVHOSRZHUHG HQJLQH 8QDYDLODELOLW\ RI HOHFWULFLW\ LQ WKH


YLOODJH KDV WKHUHIRUH QR QHJDWLYH LQIOXHQFH RQ WKH DGRSWLRQ RI WKH WHFKQRORJ\ 7KH
VHFRQG DVSHFW RI HQHUJ\ LV WKH VRODU HQHUJ\ WKDW LV QHHGHG IRU WKH GU\LQJ RI WKH
NRNRQWH VOLFHV DQG WKLV LV UHDGLO\ DYDLODEOH 7KLV ZLOO HQFRXUDJH IDVW GU\LQJ RI WKH
VOLFHV

:DWHU DQG VDQLWDWLRQ GR QRW KDYH DQ\ HIIHFW RQ WKH XSJUDGLQJ EHFDXVH ZDVKLQJ RI
SHHOHG FDVVDYD EHIRUH VOLFLQJ XVHV WKH VDPH TXDQWLW\ RI ZDWHU WKDW WKH WUDGLWLRQDO




FRPPXQLWLHV DUH WDUUHG DQG WKH\ DUH FORVHU WR PDUNHW FHQWUHV $YDLODELOLW\ RI WKLV




7KH VRFLDO FDSLWDO EDVH LQ 7RWVXQ\D2NSHU LV ZHDN EHFDXVH WKH H[LVWLQJ IDUPHUV(?
JURXSLVQRWIXQFWLRQLQJZHOO+RZHYHUWKHUHVHDUFKWHDPZRUNHGZLWKWKHJURXSDQG
HQFRXUDJHGWKHPWRZRUNKDUGHUWRZDUGVJURXSVXVWDLQDELOLW\7KHFRRSHUDWLRQRIWKH
H[HFXWLYHV RI WKH JURXS HVSHFLDOO\ LQIRUPDWLRQ IORZ GXULQJ WKH WHFKQRORJ\ WUDQVIHU











DUH SUHSDUHG WR DVVLVW WKHP ZLWK LQQRYDWLRQV LQ DGGLWLRQ WR WKH NRNRQWH PLQLFKLS























/LYHOLKRRG IHDWXUHV KDYH EHHQ IRXQG WR LQIOXHQFH XSJUDGLQJ LQ WKH FKDLQ 7KRVH
IDFWRUV WKDW DIIHFW WKH XSJUDGLQJ SRVLWLYHO\ LQFOXGH KHDOWK HQHUJ\ WUDQVSRUW VRFLDO













7KLV FKDSWHU H[DPLQHV WKH YDOXH FKDLQ RI D VHOHFWHG +LJK 4XDOLW\ &DVVDYD )ORXU
LQWHUPHGLDU\ SURFHVVRU ± $PDVD $JUR 3URFHVVLQJ &RPSDQ\ /LPLWHG $PDVD D
VXEVLGLDU\ RI 0RWKHUZHOO )DUPV DW $\LNDL 'REOR LQ WKH *D :HVW 'LVWULFW RI WKH
*UHDWHU $FFUD 5HJLRQ 0RWKHUZHOO )DUPV ZDV HVWDEOLVKHG LQ  $PDVD ZDV








$PDVD LV DSULYDWH OLPLWHG OLDELOLW\ FRPSDQ\HQJDJHG LQ FDVVDYDSURFHVVLQJ ,WZDV
LQFRUSRUDWHG XQGHU WKH *KDQD &RPSDQLHV &RGH $FW   LQ )HEUXDU\ 
ZLWK UHJLVWUDWLRQ QXPEHU &$ 7KH FRPSDQ\ KDV IRXU VKDUHKROGHUV ZLWK RQH RI
WKHPDVWKH/HDG3URPRWHU7KH&KLHI([HFXWLYH,WKDVDQRIILFHLQ$FFUDDQGWKH
SURFHVVLQJ SODQW ORFDWHG DW $\LNDL 'REOR $PDVD(?V ORJR 3ODWH  FDUULHV WKH
LQVFULSWLRQ ÄFDUU\LQJ FDVVDYD WR WKH VNLHVࣔ VKRZLQJ WKH LPSRUWDQFH DWWDFKHG WR
FDVVDYD DQG KRZ $PDVD LQWHQGV WR SURPRWH LWV SURGXFWLRQ DQG SURFHVVLQJ $V DW
$XJXVW$PDVDKDGSHUPDQHQWVWDIIVWUHQJWKRIFRPSULVLQJDGPLQLVWUDWLYH
VWDII DQG IDUPDQGSURFHVVLQJ VWDII7KLVPDNHV$PDVDD VPDOO VFDOHHQWHUSULVH
DFFRUGLQJWRWKHFODVVLILFDWLRQRIHQWHUSULVHVE\WKH1%66,027,

7KH SDUHQW FRPSDQ\ 0RWKHUZHOO )DUPV ZRQ WKH 'LVWULFW %HVW )DUPHU DZDUG *D












,GHQWLI\LQJ WKH +4&) YDOXH FKDLQ HQDEOHV WKH UHVHDUFKHU WR KDYH D EHWWHU
XQGHUVWDQGLQJ RI WKH UHODWLRQVKLSV IXQFWLRQV DQG LQIRUPDWLRQ IORZV EHWZHHQ DOO WKH














DQG 2NXVKLELDGH $PDVD EX\V XQKDUYHVWHG FDVVDYD URRWV RQ IDUPHUV(? ILHOGVDQG
KDUYHVWV XVLQJ LWV RZQPDQXDO ODERXU IRUFH7KLV LV EHFDXVH WKH LQGLYLGXDO IDUPHUV


DUH VFDWWHUHG DOO RYHU WKH FRPPXQLWLHV DQG ILQG LW GLIILFXOW WR DVVHPEOH WKH URRWV
)DUPHUV VROG WKH FDVVDYD URRWV E\ PHDVXULQJ WKH IDUP E\ D GHVLJQDWHG URSH FDOOHG
ÄNSDDࣔ LQ *D RU ÄDERUZXLHYH NDࣔ LQ (ZH (DFK URSH LV DSSUR[LPDWHO\  \DUGV
P ORQJ 7KH PHDVXUHPHQW LV XVXDOO\ WKH VTXDUH RI D URSH DQG WKHUH DUH QLQH
VTXDUH URSHV LQ DQ DFUH 7KH FRVW RI D URSH RI FDVVDYD URRWV LV *+ $XJXVW
 :HQKDP  PDGH VLPLODU REVHUYDWLRQV RQ VHOOLQJ FDVVDYD RQ WKH ILHOG
ZHUHPDGHE\:HQKDP DQG 1ZHNHHW DO )DUPHUVZKR VHOO FDVVDYD
URRWVWR$PDVDDUHSDLGSURPSWO\DQGKDYHWKHLUILHOGVSORXJKHGIRUWKHPVRPHWLPHV
RQDFUHGLWEDVLVDQGDOVRJHWIUHHSODQWLQJPDWHULDOV$PDVDGLGQRWEX\IURPIDUPHUV



















































*+ 7KH FDVVDYD URRWV DUH GHOLYHUHG WR $PDVD RQ WKH &RPSDQ\ SUHPLVHV DV







)DUPHUV VDYH D ORW RI WUDQVDFWLRQ FRVWV ZKHQ $PDVD EX\V XQKDUYHVWHG URRWV IURP
WKHLUILHOGV7KDWLVWKHFRVWRIKDUYHVWLQJDQGWUDQVSRUWDWLRQDUHUHPRYHGDQGWKH\DUH
VDYHG IURP DQ\ LQFRQYHQLHQFHV DULVLQJ RXW RI WKHVH WUDQVDFWLRQV )DUPHUV DUH DOVR
VDYHGWKHVLWXDWLRQRIIOXFWXDWLQJSULFHVRQWKHPDUNHWVRPHWLPHVUHVXOWLQJLQORVVHV
)XUWKHUPRUH WKHUH LV QR LVVXH RI GHIDXOW SD\PHQWV 0RUHRYHU WKHLU ILHOGV DUH
SORXJKHG IRU WKHP E\ $PDVD RQ FUHGLW EDVLV DQG WKH\ JHW IUHH LPSURYHG SODQWLQJ
PDWHULDOV7KXV IDUPHUV VWDQG WREHQHILW DQG LPSURYH WKHLU LQFRPHVE\ VHOOLQJ WKHLU
FDVVDYDURRWVWR$PDVD

$PDVD DOVR JDLQV E\ EX\LQJ FDVVDYD URRWV RQ ZHLJKW EDVLV EHFDXVH WKH TXDQWLW\
VXSSOLHG LVDVVXUHGXQOLNHEX\LQJIURPWKHILHOGZKHUH$PDVDPLJKWQRWEHVXUHRI
WKHTXDQWLW\WRJHWLQFDVHRIORZHU\LHOGV7KHDJUHHPHQWRIGHOLYHU\RQWKHSUHPLVHV








ZKLFK FRXOG EULQJ DERXW LQHTXDOLW\ LQ EDUJDLQLQJ SRZHU WR WKH GLVDGYDQWDJH RI WKH





7DEOH  VKRZV VRXUFHV RI VXSSOLHV RI UDZ PDWHULDOV WR $PDVD EHWZHHQ  DQG





















.SHYH   9DULRXVWLPHV
$FNRP)DUPV &DVVDYD
URRWV






.RQRQJR   9DULRXVWLPHV
-RVPD$JUR
,QGXVWULHV

















6XKXP   9DULRXVWLPHV
Ä(QVR1\DPH<İࣔ
*URXS




*ULWV $GLGZDQ   9DULRXVWLPHV
)HHGDQG)ORXU
*KDQD/WG






































































































1N\HQHQN\HQH LQ WKH.ZDKX6RXWK'LVWULFWRI WKH(DVWHUQ5HJLRQIRU LWVH[SDQVLRQ
SURJUDPPH1N\HQHQN\HQHLVORFDWHGLQDQDUHDZKHUHHVWDWHGHYHORSPHQWLVQRW\HW
D SUREOHP WKXV PDNLQJ ODQG DYDLODEOH IRU IDUPLQJ 7KHUH DUH QR FRQVWUDLQWV WR WKH
SRVVHVVLRQ RI WKHVH ODQGV WKXV $PDVD KDV WKH QDWXUDO FDSLWDO UHTXLUHPHQWV IRU












































KD DFUHV[*+ *+ 
DFUH NJ *+ 







$PDVD SURFHVVHV QRW RQO\ +4&) EXW RWKHU SURGXFWV VXFK DV JDUL DJEHOLPD DQG
NRNRQWH 7KH IUHVK FDVVDYD LV XVXDOO\ SURFHVVHG LQWR JULWV ZLWKLQ  KRXUV RI
KDUYHVWLQJ 7KLV LV GRQH WR DYRLG VSRLODJH DQG WR HQVXUH JRRG TXDOLW\ JULWV *ULWV
ERXJKW IURPSULPDU\SURFHVVRUVVWRUHG LQZHOOYHQWLODWHGURRPVDQG ODWHUSURFHVVHG
LQWR+4&)ZLWKLQDGD\RUWZR7KH$PDVDIORXULVODEHOOHGÄ(DJOH%UDQG(?7KHRQO\













EHHQ HVWLPDWHG IURP FDVVDYD SURGXFHG E\ 0RWKHUZHOO )DUPV &DOWHFK DQG *UHDW
:RPDQ (QWHUSULVH 7DEOH  (VWLPDWHV ZHUH DOVR PDGH XVLQJ JULWV ERXJKW IURP
SULPDU\SURFHVVRUV7KHLQFRPHGHULYHGIURPRQH07RI+4&)ZDV*+DV
DW $XJXVW  7KH QHW SURILW KDV EHHQ FDOFXODWHG XVLQJ FRVWV IURP WKH DERYH
PHQWLRQHGVRXUFHV8VLQJFDVVDYDURRWVIURP0RWKHUZHOO)DUPV$PDVDPDNHVPRUH
SURILW*+WKDQZKHQFDVVDYDURRWVDUHERXJKWIURP*:(*+DQG






   6RXUFHVRIFDVVDYDJULWV 





*ULWV NJ     
)UHVK&DVVDYDWUDQVSRUWDWLRQ NJ     
3HHOLQJ PDQGD\V PDQGD\    
:DWHUIRUZDVKLQJ      
/DERXUIRUZDVKLQJ PDQGD\V PDQGD\    
*UDWLQJ PDQGD\V PDQGD\    
'HZDWHULQJSUHVVLQJ PDQGD\ PDQGD\    
&UXPEOLQJIHHGLQJGULHU PDQGD\V PDQGD\    
/DERXUIRUGU\LQJ PDQGD\V PDQGD\    
'LHVHOIRUGU\LQJ JDOV     
/DERXUIRUPLOOLQJVLIWLQJ PDQGD\V PDQGD\    
'LHVHOIRUPLOOLQJDQGVLIWLQJ JDOV PDQGD\    
)LOOLQJVWLWFKLQJ PDQGD\V PDQGD\    
&RVWRISRO\VDFNV SLHFHV     
      
WRQRI+4&) *+      
*URVVLQFRPH      
&RVWRISURGXFWLRQ      






$PDVD KDV DFKLHYHG FRQVLVWHQW JURZWK LQ SHUIRUPDQFH VLQFH  7KH FRPSDQ\(?V
SURGXFWLRQ RI +4&) KDV LQFUHDVHG IURP  07 LQ  WR  07 LQ 
















    
    
    
    





DQG IRUHLJQ FRPSDQLHV 7KH GRPHVWLF IRRG PDQXIDFWXULQJ FRPSDQLHV LQFOXGH (OVD
)RRGV3UDLVH([SRUW6HUYLFHV1HDW*KDQDIUHVK5RVDIULF/LPH[DQG6HODVLH7KH\
XVH WKH +4&) WR SURGXFH LPSURYHG WUDGLWLRQDO IRRGV VXFK DV ,QVWDQW IXIX SRZGHU
GULHG$JEHOLPDDQGGULHGEDQNXPL[7KHIRUHLJQFRPSDQLHVLQFOXGH$NURPD)RRGV
8. DQG :LQQLH .URID 86$ 7KH\ DOVR XVH WKH +4&) WR SURGXFH WKH LQVWDQW IXIX




PDLQO\ PLGGOH FODVV HOLWH DQG SHRSOH RI WKH KLJKHU LQFRPH EUDFNHW LQ WKH FRXQWU\
ZKLOH WKH UHVW DUH H[SRUWHG $FFRUGLQJ WR 2QXPDK HW DO  WKH ORFDO PDUNHW
DFFRXQWV IRU DERXW  RI WKHLU RXWSXW ZKLOH WKH UHVW  DUH H[SRUWHG WR WKH
'LDVSRUDPDUNHWIRUPLJUDQW*KDQDLDQVLQ(XURSHDQG$PHULFD,Q*KDQDWKHUHWDLO




























































$NURPD)RRGV +4&)   6XSSOLHG
3UDLVH([SRUW
6HUYLFHV










$FFHVV WRFUHGLW IDFLOLWLHVKDVEHHQDPDMRUFRQFHUQ WR WKHFRPSDQ\DV LWQHYHUKDG
HQRXJK RI LW IRU LWV RSHUDWLRQV ,Q  $PDVD KDG ILQDQFLDO DVVLVWDQFH IURP WKH
1%66, EXW WKLV ZDV EHORZ ZKDW ZDV H[SHFWHG IRU LWV RSHUDWLRQV $FFRUGLQJ WR WKH








(YHQ WKRXJK WKHUH DUH FRPPHUFLDO DQG UXUDO EDQNV LQ WKH*D:HVW GLVWULFW IDUPHUV















    
    
    





















RWKHU WRZQV HVSHFLDOO\ $PDVDPDQ DQG $FFUD HYHQ WKRXJK WKH URDGV DUH LQ D















$PDVD ZRUNHG FORVHO\ ZLWK D '),' SURMHFW ³6XVWDLQDEOH 8SWDNH RI &DVVDYD DV DQ






FRDOLWLRQ SDUWQHUVKLS WKH\ SURGXFHG +4&) IRU EDNHULHV SUHPLXP TXDOLW\ JDUL
DJEHOLPDDQGKLJKTXDOLW\NRNRQWH7KHFRDOLWLRQFRPSOHWHGIRUPXODWLRQRIDGKHVLYH




SURGXFW XSJUDGLQJ 7KLV LV H[SHFWHG WR LPSURYH RQ WKH ILQDQFLDO SHUIRUPDQFH RI
$PDVD DQG FXUUHQWO\ WKH &RPSDQ\ LV RQH RI WKH ODUJHVW SURGXFHUV RI +4&) LQ WKH





IRU 57,3 2QH RI WKH VSHFLILF REMHFWLYHV RI WKH 57,3 LV WR GHYHORS D VXVWDLQDEOH
V\VWHPIRUWKHPXOWLSOLFDWLRQDQGGLVWULEXWLRQRILPSURYHGSODQWLQJPDWHULDOVIRUURRW
DQG WXEHUFURSV LQRUGHU WR LQFUHDVH WKHLUDYDLODELOLW\ WRVPDOOKROGHUV ,)$'
8QGHU WKLV REMHFWLYH IRXQGDWLRQ PDWHULDOV ZHUH WR EH WUDQVIHUUHG IURP EUHHGLQJ
VWDWLRQV WR FHUWLILHG IDUPHUV IRU IXUWKHU PXOWLSOLFDWLRQ XQGHU OHVV VWULFW DJURQRPLF
FRQGLWLRQV 0RWKHUZHOO )DUPV ZDV WKHQ VHOHFWHG DQG KDV EHHQ SURGXFLQJ SODQWLQJ
PDWHULDOVIRUWKHSURMHFWWRGLVWULEXWHWRIDUPHUV6LQFHWKHVHLPSURYHGYDULHWLHVKDYH
WKHTXDOLWLHVRISURGXFLQJEHWWHUJUDGHVRI+4&)57,3$PDVDVWDQGVWRJDLQ
IURP WKHVH YDULHWLHV IRU LWV SURFHVVLQJ RSHUDWLRQV DV ZHOO DV EHLQJ D VHFRQGDU\
PXOWLSOLHU

6LQFH $PDVD ZDV VHOHFWHG DV D VHFRQGDU\ PXOWLSOLHU FDVVDYD SODQWLQJ PDWHULDO WKH
FRPSDQ\KDVEHHQVXSSO\LQJIDPHUVLQWKHGLVWULFWZLWKWKHVHPDWHULDOVIURPYDULHWLHV




$V D OLFHQVHG IRRG PDQXIDFWXUHU $PDVD VXEMHFWV LWV SURGXFWV WR LQVSHFWLRQ E\ WKH
)'% EHIRUH VHOOLQJ WR FRQVXPHUV 7KH )'% HQVXUHV WKDW DOO PDQXIDFWXUHG IRRG

















3URFHVVLQJ FDVVDYD URRWV LQWR +4&) \LHOGV SURILWV DORQJ WKH FKDLQ 7KLV LV VKRZQ
GLDJUDPPDWLFDOO\LQ)LJXUH:KHQFDVVDYDURRWVDUHSURFHVVHGLQWRJULWVWKHUHLVD




















































































RWKHUZRUGVJRYHUQHG*RYHUQDQFH LQYROYHVD VLJQLILFDQWGHJUHHRI WKHGLVWULEXWLRQ
RI JDLQV DORQJ WKH FKDLQ $PDVD KDV LGHQWLILHG WKH W\SHV RI FDVVDYD WKDW DUH KLJK
\LHOGLQJ DQG KDYH KLJK VWDUFK FRQWHQW IRU SURFHVVLQJ LQWR +4&) 7KH SDUHQW
FRPSDQ\ 0RWKHUZHOO )DUPV WKHUHIRUH FXOWLYDWHV WKUHH PDLQ YDULHWLHV $EDVDILWDD
$ILVLDIL DQG &DSHYDUV EDQN\H WR IHHG WKH SURFHVVLQJ SODQW :KHQ $PDVD LV EX\LQJ
FDVVDYD URRWV IURP IDUPHUV LW ORRNV IRU WKH TXDOLWLHV RI FDVVDYD URRWV WKDW FDQ EH
SURFHVVHG LQWR+4&) WRPDNHSURILWV7KDW LVZK\ $PDVDZDV VXSSO\LQJ WKH ORFDO
IDUPHUVLQ*D:HVW'LVWULFWZLWKLPSURYHGSODQWLQJPDWHULDOV$OVR$PDVDEX\VWKH
VDPHLPSURYHGYDULHWLHVIURP&DOWHFKDQG*:(DOVR$QRWKHULVVXHRIFRQFHUQZDV
WKDW WKH ORFDO IDUPHUV ZHUH UHTXLUHG WR SODQW FDVVDYD LQ URZV DW D UHFRPPHQGHG








,Q DQRWKHU LQVWDQFH IRRG PDQXIDFWXUHUV DQG SO\ZRRG DQG SDSHU LQGXVWULHV DOVR
UHTXLUHTXDOLW\+4&)IURP$PDVD7KDW LVZK\$PDVDJUDGHVWKH+4&)XVLQJWKH
&RGH[VWDQGDUGIRUHGLEOHFDVVDYD$PDVDLVWKHUHIRUHDEOHWRSURGXFH+4&)ZKLFK

















+XPDQ FDSLWDO KDV EHHQ DQDO\VHG LQ WHUPV RI GHPRJUDSKLF FKDUDFWHULVWLFV RI
UHVSRQGHQWVDQGWKLVLQFOXGHVVH[UHOLJLRQHWKQLFLW\DJHPDULWDOVWDWXVHGXFDWLRQDO
OHYHOV DQG KHDOWK 7KH UHVSRQGHQWV FRPSULVHG  PDOHV DQG  IHPDOHV 7DEOH
 7KH PDMRULW\ RI WKH UHVSRQGHQWV  ZHUH (ZH PLJUDQW IDUPHUV IURP WKH
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QRW DWWHQG VFKRRO PLJKW EH GXH WR WKH IDFW WKDW LI LQ  WKH DUHD LV VWLOO QRW IXOO\
DFFHVVLEOH WKHQ RQH FDQ LPDJLQH WKH VLWXDWLRQ  \HDUV DJR 2YHU  RI WKH
UHVSRQGHQWVDUHDERYH\HDUV7KHIDLOXUHWRDWWHQGVFKRROE\ WKHVHSHRSOHFRXOG
DOVREHDWWULEXWHGWRWKHSRRULQIUDVWUXFWXUHLQWKHDUHDLQWKRVHGD\V+RZHYHULWKDV














7KH UHVSRQGHQWV LQGLFDWHG WKDW DSDUW IURP PLQRU DLOPHQWV DQG VRPHWLPHV IDUP
DFFLGHQWVWKH\KDYHQRWEHHQH[SHULHQFLQJIUHTXHQWDLOPHQWV7KHUHDUHFOLQLFVLQDOO
WKH YLOODJHV YLVLWHG DQG LQ VXFK DLOPHQWV WKH\ JR WR WKH FOLQLFV IRU WUHDWPHQW 7KHLU
























EULFN W\SHV URRIHG ZLWK WKDWFK 7KHVH DUH PRVWO\ EXLOW E\ WKH (ZH VHWWOHUV ZKR
FODLPHG WKDW WKH\ KDYH WKHLU RULJLQDO KRPHV LQ WKH 9ROWD UHJLRQ DQG WKH\ JR WKHUH
UHJXODUO\ HVSHFLDOO\ WRDWWHQG IXQHUDOV0RVWRI WKHPHVSHFLDOO\ WKHHOGHUO\RQHVDUH
QRWEXULHGLQWKHVWXG\DUHDDQGDUHVHQWEDFNKRPH7KLVPDNHVLWSUXGHQWIRUWKHPWR








DQG VRPH SHRSOH VWLOO XVH SLW ODWULQHV HVSHFLDOO\ LQ +RERU DQG .ZDPH $QXP  7KH












WKH KHDY\ GXW\ YHKLFOHV WKDW FDUW VDQG WR WKH XUEDQ DUHDV KDYH FRQWULEXWHG PRUH WR
GDPDJH RQ WKH DOUHDG\ EDG URDGV 7KH GLVWDQFH EHWZHHQ $PDVDPDQ WKH GLVWULFW
FDSLWDO WR +RERU WKURXJK 2EH\LH $\LNDL 'REOR $VKDODMD DQG .ZDPH $QXP LV
DERXW  NP EXW RQ WKH DYHUDJH LW WDNHV  PLQXWHV WR WUDYHO IURP $PDVDPDQ WR

















+RZHYHU WKH\ FRPSODLQHGRI ODFNRI DFFHVV WR FUHGLW IDFLOLWLHV HYHQ WKRXJK IRUPDO
ILQDQFLDOLQVWLWXWLRQVDUHIRXQGLQWKHGLVWULFWLQ$PDVDPDQ7DLIDDQG$FKLPRWDVHH
&KDSWHUVHFWLRQ5HDVRQVJLYHQE\IDUPHUVIRUWKHLULQDELOLW\WRDFFHVVIRUPDO
FUHGLW ZHUH WKDW WKH\ DUH QRW DZDUH RI WKH FKDQQHOV WR XVH WR DFFHVV VXFK FUHGLW
IDFLOLWLHVDQGDOVR WKHSURFHVV WRJR WKURXJKHYHQ LI WKH\DUHDZDUHRI WKHFKDQQHOV


7KH\ WKHUHIRUH GHSHQG RQ WKHLU RZQ VRXUFHV RI FDSLWDO DQG VRPHWLPHV RQ LQIRUPDO
VRXUFHVOLNHUHODWLYHVDQGIULHQGV







LV HQWLWOHG WR ILQDQFLDO DVVLVWDQFH Ä'HNDYL(?VXVX JURXS DVVLVWV PHPEHUV ZLWK VKRUW
WHUP ORDQV 0RQWKO\ FRQWULEXWLRQ RI PHPEHUV LV *+ 7KH JURXS KDV EHHQ LQ
H[LVWHQFH VLQFH WKH HDUO\ V $ PHPEHU LV DOORZHG WR ERUURZ D PLQLPXP RI
*+DWDQLQWHUHVWUDWHRIIRUDSHULRGRIPRQWKV1RQPHPEHUVERUURZD





6RFLDO FDSLWDO KDV EHHQ GLVFXVVHG LQ WKH FRQWH[W RI JURXSV DQG DOVR DFFHVV WR
LQIRUPDWLRQ $SDUW IURP WKH Ä'HNDYL(?VXVX JURXS WKHUH LV QR RWKHU IRUPDO VRFLDO
JURXSLQWKHDUHD(YHQWKRXJKIDUPHUVDOOHJHGWKDWWKH\DUHDZDUHRIDGYDQWDJHVRI
RUJDQLVHG JURXSV WKH\ VWLOO KDYH SUREOHPV RUJDQLVLQJ RQH 7KH IRFXV JURXS
GLVFXVVLRQ FUHDWHG WKH DZDUHQHVV LQ WKHP WKDW LI IDUPHUV DQG SURFHVVRUV DUH ZHOO
RUJDQLVHGVRPHRIWKHH[SORLWDWLRQWKDWJRHVRQE\PLGGOHPHQPD\EHOLPLWHGVRWKDW
IDUPHUVDQGSURFHVVRUVFDQJHWEHWWHUSULFHVIRUWKHLUSURGXFWVDWWKHYLOODJHOHYHODQG
FDQ DOVR RSHQ DYHQXHV WR DFFHVV IRUPDO FUHGLW %HUJ HW DO  VXJJHVWHG WKDW
IRUPDWLRQ RI SURFHVVRU DVVRFLDWLRQV PD\ KHOS WR LPSURYH WKHLU SRVLWLRQ WRZDUGV
WUDGHUV DQG DOVR IDFLOLWDWH OLQNLQJ WKHP WR LQVWLWXWLRQDO EX\HUV ,Q *KDQD 02)$
SUHIHUVZRUNLQJZLWKJURXSVDQG LV WKHUHIRUHGHYHORSLQJIDUPHUEDVHGRUJDQLVDWLRQV
VR WKDW WKHUHZRXOGEHDQ LPSURYHPHQW LQ WKHVRFLDOFDSLWDORI IDUPHUV7KLVZRXOG
DVVLVW WKHP WR DFFHVV FUHGLW IDFLOLWLHV DQG HYHQ FDOO RQ WKH 'LVWULFW 'LUHFWRUDWH WR
DOORFDWH WR WKHP DQ $($ 7KXV 02)$ DV RQH RI LWV DSSURDFKHV WR WHFKQRORJ\




)DUPHUV LQWHUYLHZHG UHFHLYHG LQIRUPDWLRQ RQ IDUPLQJ DQG PDUNHWLQJ IURP YDULRXV
VRXUFHV VXFK DV $PDVD RWKHU IDUPHUV DQG WUDGHUV $PDVD JLYHV LQIRUPDWLRQ RQ
LPSURYHG FDVVDYD YDULHWLHV DQG SODQWLQJ LQ URZV DW WKH FRUUHFW VSDFLQJ DV WKLV
IDFLOLWDWHV KDUYHVWLQJ ZKHQ $PDVD EX\V FDVVDYD URRWV IURP WKH IDUPHUV )DUPHUV
UHFHLYHLQIRUPDWLRQIURPHDFKRWKHURQWKHLUIDUPLQJDFWLYLWLHVHVSHFLDOO\WKHVSUHDG
RI FDVVDYD YDULHWLHV $QRWKHU VRXUFH RI LQIRUPDWLRQ LV WKH WUDGHUV 7UDGHUV LQIRUP
WKHP RI WKH FXUUHQW GHPDQG DQG PDUNHW SULFHV RI JDUL DQG DJEHOLPD LQ .DVRD DQG













 5DGLR 7HOHYLVLRQ &HOOSKRQH
2ZQHUVKLS 1  1  1 
<HV      
1R      







 (YHQ WKRXJK WKHUH LV WKH VKDUH FURSSLQJ V\VWHP QRQH RI WKH UHVSRQGHQWV
DFTXLUHGODQGWKURXJKWKLVDUUDQJHPHQW6HWWOHUIDUPHUVH[SODLQHGWKDWKLULQJODQGLV
EHWWHU WKDQ HQJDJLQJ LQ VKDUHFURSSLQJ DV WKHUH DUH XVXDOO\ FRQIOLFWV ZLWK WKH VKDUH



















GRPLQDWHG WKH IRFXV JURXS GLVFXVVLRQV 6LQFH VHWWOHPHQWV LQ WKH *D :HVW 'LVWULFW
VWDUWHG LQFUHDVLQJ GXH WR RYHUFURZGLQJ LQ $FFUD WKH GHPDQG IRU VDQG IRU EXLOGLQJ
SXUSRVHV KDV EHHQ RQ WKH ULVH LQ DUHDV FORVHU WR $FFUD 7KH *D :HVW GLVWULFW KDV D
KXJHGHSRVLWRIVDQGDQGWKHODQGORUGVKDYHIRXQGWKHOHDVHRIODQGWRVDQGH[WUDFWRUV




VWDUWHG PLJUDWLQJ WR RWKHU GLVWULFWV 7KH VHFRQG SUREOHP LV IRXQG LQ +RERU
.ZDPHDQXP DQG $VKDODMD DUHDV ZKHUH PRVW RI WKH ODQG KDV EHHQ OHDVHG WR
FRPPHUFLDOSLQHDSSOHIDUPHUVWRWKHGLVDGYDQWDJHRIIRRGFURSIDUPHUV3LQHDSSOHLV
RQH RI WKH PDMRU QRQWUDGLWLRQDO H[SRUW FURSV FXUUHQWO\ LQ *KDQD DQG ODUJH VFDOH
IDUPHUV KDYH DFTXLUHG ODUJH WUDFWV RI ODQG LQ WKH *D :HVW DQG $NZDSLP 6RXWK
GLVWULFWV ZKLFK DUH YHU\ IDYRXUDEOH DUHDV IRU SLQHDSSOH SURGXFWLRQ 2WKHU IDFWRUV








Ä6LQFH WKH SLQHDSSOH IDUPHUV FDPH KHUH WKLQJV KDYH QRW EHHQ
ZHOOZLWKRXUIDUPODQGV7KHODQGORUGVKDYHOHDVHGWKHJUHDWHU
SDUW RI WKH ODQG DQG P\ SDUHQWV ZHUH IRUFHG WR PRYH RXW WR










7KH 0XQLFLSDO &KLHI ([HFXWLYH RI *D :HVW (EHQH]HU 1LL $UPDK KDV
H[SUHVVHGFRQFHUQDERXWWKHVSDWHRILOOHJDOVDQGH[WUDFWLRQLQWKHDUHD+H
VDLG ³WKH VDQG H[WUDFWRUV GR QRW RQO\ HYDGH WD[ EXW GHVWUR\ IDUPV DQG








LVVXH 7KLV W\SH RI GLVSODFHPHQW LV XVXDOO\ WKH FDVH ZKHQ WKH VPDOO VFDOH IDUPHU
FDQQRWFRPSHWHHIIHFWLYHO\ZLWKWKHODUJHVFDOHIDUPHU/DQGOHVVQHVVDPRQJWKHUXUDO








$ PDMRU JRDO RI OLYHOLKRRG VWUDWHJ\ LV WR HQVXUH KRXVHKROG HFRQRPLF DQG VRFLDO
VHFXULW\.RF]EHUVNLHWDO7RDFKLHYHWKLVWKHUHVSRQGHQWVNHHSOLYHVWRFNDQG
SRXOWU\ DQG HQJDJH LQ SHWW\ WUDGLQJ DV D VXSSOHPHQW WR IDUPLQJ DQG SURFHVVLQJ
















7KH IDUPHUV JURZ ERWK LPSURYHG DQG ORFDO YDULHWLHV RI FDVVDYD 7KH LPSURYHG
FDVVDYD YDULHWLHV $EDVDILWDD DQG $ILVLDIL ZHUH LQWURGXFHG LQWR WKH 2EH\H\LH DQG
$\LNDL'REORFRPPXQLWLHVE\02)$GXULQJWKHSHULRGRIWKH36,RQFDVVDYD




WR IDUPHUV DV SDUW RI WKH H[WHQVLRQ SDFNDJH 7KHUH ZDV DOVR IDUPHUWR IDUPHU
GLVVHPLQDWLRQ DV VRPH IDUPHUV FROOHFWHG WKH SODQWLQJ PDWHULDOV IURP HDFK RWKHU ,Q
+RERU VRPH IDUPHUV EURXJKW WKH .XIRXU IURP %DZMLDVH ZKHUH WKH 36, FDVVDYD
VWDUFK IDFWRU\ LV ORFDWHG ,Q UHDOLW\ Ä.XIRXUࣔLV WKH JHQHUDO QDPH JLYHQ WR DOO WKH








&DVVDYDPDL]HLQWHUFURS   
&DVVDYDPDL]HLQWHUFURS   
9HJHWDEOHV   
*URXQGQXWV   





ORFDOYDULHWLHVEHFDXVH WKH LPSURYHGYDULHWLHV WDNHD ORQJHU WLPH WRPDWXUH FRQWDLQ
WRRPXFKVWDUFKDQGDUHQRWJRRGIRUIXIXZKLFKLVWKHLUPDLQGLHW7KHQHZYDULHWLHV
DOVRURWHDVLO\GXULQJWKHKHDY\UDLQV6RPHRIWKHIDUPHUVZHUHRIWKHYLHZWKDWWKH
DEVHQFH RI $($V LQ WKH DUHD LV D FRQWULEXWRU\ IDFWRU WR WKHLU LQDELOLW\ WR SODQW WKH
LPSURYHG YDULHWLHV LQ OLQHV DW WKH FRUUHFW VSDFLQJ XVLQJ IHUWLOL]HU WR LPSURYH WKHLU
VRLOVDQGDFFHVV WRRWKHU IDFLOLWLHV VXFKDVPHFKDQL]HG IDUPLQJDQGFUHGLW IDFLOLWLHV
'XULQJWKHIRFXVJURXSGLVFXVVLRQWKH\LQGLFDWHGWKDWWKH\XVHVRPHRIWKHLPSURYHG
YDULHWLHV IRU JDUL DQG DJEHOLPD SURGXFWLRQ DV WKH\ DUH JRRG IRU WKHVH SURGXFWV $
IDUPHUZKRSURFHVVHVFDVVDYDLQWRJDULWDONVDERXWWKHLPSURYHGYDULHWLHV
Ä7KHLPSURYHGYDULHWLHVDUHYHU\JRRGIRUJDULDQGDJEHOLPD
EXWQRW IRU IXIX7KHLVVXHLV WKDWZHGHSHQGPRVWO\RQ IXIX
DV RXU PDLQ IRRG DQG FDQQRW PRYH DZD\ IURP RXU ORFDO
YDULHWLHV0RUHRYHUWKHORFDOYDULHWLHVPDWXUHEHWZHHQVL[WR
HLJKW PRQWKV ZKHUHDV IRU WKH .XIXRU \RX KDYH WR ZDLW IRU
DOPRVWRQH\HDU7KDWLVQRWJRRGIRUXVࣔ














7KHPDLQ FDVVDYDSURFHVVHGSURGXFWV IRXQG LQ WKH FRPPXQLWLHV DUHJULWV DJEHOLPD
DQG JDUL .RNRQWH LV SURFHVVHG LQ VRPH KRXVHKROGV PDLQO\ IRU WKHLU RZQ
FRQVXPSWLRQ6RPHRIWKHIDUPHUVSURFHVVWKHLUFDVVDYDURRWVLQWRJULWVDJEHOLPDDQG
JDULZKLOHVRPHZRPHQDOVREX\WKHFDVVDYDURRWVDQGSURFHVV,WZDVREVHUYHGWKDW
PHQ ZHUH QRW LQYROYHG LQ JDUL DQG DJEHOLPD SURFHVVLQJ $OO WKH  ZRPHQ
LQWHUYLHZHG ZHUH LQYROYHG LQ JDUL DQG DJEHOLPD SURFHVVLQJ ZKLOH  RXW RI WKH 







:RPHQKDYH WKHUHIRUH GRPLQDWHG WKHFDVVDYDSURFHVVLQJEXVLQHVV ,Q :HVW$IULFD
DOPRVWDOO WKHVWXGLHV IRXQG WKDWZRPHQ IRUP WKHEXONRISURFHVVRUV LQ WKHFDVVDYD
YDOXHFKDLQ$GG\HWDO-DIIHHDQG0RUWRQ-DIIHHDQG0RUWRQ
DOVR PDGH VLPLODU REVHUYDWLRQV WKDW JDUL SURFHVVLQJ LQ SDUWLFXODU LV D PDMRU IHPDOH
DFWLYLW\ DFURVV :HVW $IULFD ZKLOH 1XNXQ\D  LQGLFDWHG WKDW WKHUH DUH FXOWXUDO
XQGHUWRQHV EHFDXVH WUDGLWLRQDOO\ WKH FXOWXUH RI PRVW *KDQDLDQ VRFLHWLHV GHVLJQDWH
VRPH UROHV RQ JHQGHU EDVLV ,W LV WKHUHIRUH RI QR GRXEW WKDW ZRPHQ DUH WKH PDLQ
FDVVDYD SURFHVVRUV LQ WKH VWXG\ DUHD 0HQ XVXDOO\ JHW LQYROYHG ZKHQ FDVVDYD




0LJUDWLRQ DV D IRUP RI OLYHOLKRRG GLYHUVLILFDWLRQ LV FRPPRQ DPRQJ IDUPHUV 7KH
PLJUDQWV IRXQG LQ WKH VWXG\ DUHD DUH WKH (ZH IURP WKH 9ROWD 5HJLRQ RI *KDQD
$FFRUGLQJ WR WKHP WKHLUJUDQGSDUHQWV VHWWOHG LQ WKHDUHDZKHQ WKH\ IRXQG WKH ODQG
VXLWDEOH IRU IDUPLQJ DFWLYLWLHV 7KH\ KRZHYHU VWLOO YLVLW WKHLU SHRSOH LQ WKH 9ROWD










IDUPHUV DQG SURFHVVRUV 7KHVH SURGXFWV DUH VHQW RXWVLGH WKH GLVWULFW DQG UHWDLOHG
7KHUHLVDPDMRUPDUNHWLQ+RERUHYHQWKRXJKPRVWPLGGOHPHQEX\IURPLQGLYLGXDO
KRXVHVDOVR3ULFHVDUHQRWYHU\VWDEOHDQGIOXFWXDWHIURPVHDVRQWRVHDVRQ7KHPDMRU
SUREOHP IDUPHUV DQG SURFHVVRUV IDFH LV ZKHQ WKHUH LV DQ XUJHQW QHHG IRU FDVK IRU































7KH ZRPHQ LQGLFDWHG WKDW SURFHVVLQJ RI FDVVDYD KDV EHHQ WKHLU PDLQ VRXUFH RI
OLYHOLKRRG 7KLV LV EHFDXVH WKH\ ZRUN RQ WKHLU KXVEDQG(?V IDUPV DV SDUW RI WKHLU
FRQWULEXWLRQ WR WKH KRXVHKROG OLYHOLKRRG VWUDWHJ\ EXW LW LV WKH LQFRPH IURP WKHVH





WUDGHUV LQ WKHJDUL DQGDJEHOLPD YDOXHFKDLQV0RVWRIWHQ WKHVHPLGGOHPHQEX\RQ
FUHGLWEDVLVDQGFRXOGGHIDXOW LQSD\PHQW7KHYLOODJHSURFHVVRUVGRQRWHYHQNQRZ
WKHKRPHVRUPDUNHWSODFHVZKHUHWKH\FDQPHHWWKHPDQGLWLVDOZD\VDEDGVLWXDWLRQ








7KLV VHFWLRQ H[DPLQHV LI LW LV SURILWDEOH IRU IDUPHUV WR VHOO FDVVDYD URRWV WR

























ODQG SHU \HDU ZDV *+ DQG WKH FRVW RI ODQG SUHSDUDWLRQ XVLQJ PHFKDQL]HG
SORXJKLVDOVR*+ 3ODQWLQJPDWHULDOXVHGLV WKHFDVVDYDFXWWLQJVZKLFKZDV
HVWLPDWHGDWEXQGOHVHDFKFRVWLQJ*+/DERXUIRUZHHGLQJZDV*+D
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IDUPHUV GHSHQG RQ IDPLO\ ODERXU IRU WKHLU IDUPLQJ DFWLYLWLHV WKDQ KLUHG ODERXU
%ULWZXP$GX$PDQNZDK
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DUHDV :LOH\ DQG +DPPRQG  WR FRQWLQXH IDUPLQJ DV D OLYHOLKRRG RSWLRQ
5HQWLQJODQGKDVEHHQIRXQGWREHPRUHSURILWDEOHWRVRPHODQGORUGVEHFDXVHWKH\DUH







&RPSDULQJ WKH RSWLRQ ZKHUH WKH IDUPHUV XVH RZQ ODQG RZQ ODERXU WR WKDW RI UHQW
ODQG KLUH ODERXU WKHUH LV D ELJ GLIIHUHQFH RI *+ 7KLV PHDQV WKDW IDUPHUV
ZKRDUHIXOO\VHWWOHGRQWKHLURZQODQGXVLQJIDPLO\ODERXUDUHEHWWHURIIWKDQWKRVH
IDUPHUVXVXDOO\QHZHQWUDQWVXVLQJKLUHGODQGDQGKLUHGODERXU7KLVVLWXDWLRQLVUDUH
IRU PLJUDQWV LQ WKH VKRUW WHUP EXW LQ WKH ORQJ WHUP WKH\ FDQ DOVR DWWDLQ WKLV VWDWXV
6RPHRIWKHPLJUDQWIDUPHUVLQGLFDWHGWKDWWKHLUJUDQGSDUHQWVZKRVHWWOHGWKHUHORQJ
DJR ERXJKW WKH ODQG WKDW WKH\ DUH FXUUHQWO\ FXOWLYDWLQJ DQG LW LV WKH RWKHU PLJUDQWV
ZKRKDGWHPSRUDU\WHQXUHDUUDQJHPHQWVWKDWDUHIDFLQJWKHHMHFWLRQSUREOHPV

)DUPHUV VHOO WKH FDVVDYD URRWV WR $PDVD VPDOO VFDOH YLOODJH SURFHVVRUV DQG
PLGGOHPHQ,QDGGLWLRQWRWKHSURPSWSD\PHQW$PDVDVRPHWLPHVSORXJKWKHLUILHOGV





8QOLNH $PDVD ZKLFK SD\V SURPSWO\ DQG LQ EXON WKH YLOODJH SURFHVVRUV DQG
PLGGOHPHQ PRVW RIWHQ EX\ FDVVDYD URRWV RQ FUHGLW EDVLV VRPHWLPHV PDNLQJ SDUW
SD\PHQW 7KH IDUPHUV LQGLFDWHG WKDW VRPHWLPHV WKH PLGGOHPHQ FRPH EDFN IURP
$FFUDDQG.DVRDZLWKD ORWRIH[FXVHVUDQJLQJIURPURWWLQJRIFDVVDYD WRJOXWVDQG
SRRU SULFHV 7KHUH LV WKHUHIRUH D OHYHO RI PLVWUXVW EHWZHHQ WKH IDUPHUV DQG WKH





FRXOG EH FUHDWHG LQ WKH PDUNHWLQJ RI URRWV E\ WKH IDUPHUV +RZHYHU PRVW RI WKH
IDUPHUV(?ZLYHV DOVR EX\ WKH FDVVDYD URRWV DQG SURFHVV WKXV WKLV VLWXDWLRQ GRHV QRW
DOZD\VDULVH)URPWKHGLVFXVVLRQVZLWKWKHIDUPHUVSURFHVVRUVEX\RQO\RQHURSHSHU
ZHHN DV WKH\ FDQQRW KDQGOH D ELJJHU TXDQWLW\ ,W ZRXOG WKHUHIRUH EH EHWWHU IRU WKH






7KH WKUHHSURGXFWV DUHSURFHVVHGE\ VPDOOVFDOH IDPLO\SURFHVVLQJXQLWV DV DPDMRU
OLYHOLKRRGDFWLYLW\LQWKHFDVVDYDYDOXHFKDLQ7KH\DUHSURFHVVHGDVDIRUPRIYDOXH
DGGLWLRQ WR WKH IUHVK FDVVDYD URRWV7KHGDWD VKRZV WKDWQHW SURILWV IRU DOO WKH WKUHH
SURFHVVHGSURGXFWVIROORZWKHVDPHWUHQGDVFDVVDYDURRWVZLWKWKHIRXURSWLRQVXVHG










LQYROYHV VWLUULQJ WKHPDWHULDO UHJXODUO\ LV*+SHURQHPDQGD\0RVWRI WKHVH
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7R HVWLPDWH WKH SURILWV PDGH IRU SURFHVVLQJ FDVVDYD LQWR DJEHOLPD WKH VDPH IRXU
IDUP W\SHV ZHUH XVHG 7KH WRWDO FRVW RI FDVVDYD URRWV SHU URSH ZDV GHGXFHG IURP
7DEOH  IRU WKH IRXU IDUP W\SHV DV WKH\ DSSHDU LQ 7DEOH  &RVWV WKDW ZHUH
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7R HVWLPDWH WKH SURILWV PDGH IRU SURFHVVLQJ FDVVDYD LQWR JDUL WKH VDPH IRXU IDUP
W\SHVZHUHXVHGEHFDXVHLWLVWKHVDPHIDUPHUVZKRDUHSURFHVVLQJWKHFDVVDYDURRWV
IURP WKHLU IDUPV 7KXV WKH WRWDO FRVW RI FDVVDYD URRWV SHU URSH ZDV GHGXFHG IURP
7DEOH  IRU WKH IRXU IDUP W\SHV DV WKH\ DSSHDU LQ 7DEOH  &RVWV WKDW ZHUH
LGHQWLILHG E\ SURFHVVRUV LQFOXGH SHHOLQJ ZDVKLQJ JUDWLQJ GHZDWHULQJ ODERXU IRU
GU\LQJVDFNVDQGDOVRWUDQVSRUWDWLRQ7KHVHFRVWVDUHWKHVDPHDVWKRVHRIJULWV7KH
FRVW RI ILUHZRRG ZKLFK LV *+ SHU EXQGOH LV ERXJKW E\ DOO SURFHVVRUV DQG
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DQG JDUL $ KHFWDUH RI FDVVDYD \LHOGV  PLQL EDJV RI DJEHOLPD ZKLFK LV VROG DW
*+SHUEDJZKLOH WKHVDPHKHFWDUHRIFDVVDYD \LHOGVEDJVRIJULWVZKLFK
IHWFKHV D EHWWHU SULFH RI *+ SHU EDJ *ULWV WKXV KDV D SULFH DGYDQWDJH RYHU
DJEHOLPDDQGWKHUHIRUHJLYHVKLJKHUQHWSURILWV$KHFWDUHRIFDVVDYDSURGXFHVDOPRVW
 EDJV RI JDUL ZKLFK VHOOV DW *+ SHU EDJ 3URFHVVLQJ JDUL UHTXLUHV DQ











IRU JULWV GHSHQGV RQ SO\ZRRG IDFWRULHV DQG IRRG SURGXFHUV PDNLQJ RUGHUV WR EX\
+4&) IURP $PDVD 7KXV HYHQ WKRXJK JULWV IHWFKHV D KLJKHU SULFH WKDQ RWKHUV WKH
GHPDQG LV QRW UHJXODU DV LW LV SURFHVVHG RQ GHPDQG IURP WKH LQWHUPHGLDU\ +4&)
SURFHVVRU 8QOLNHJULWVDJEHOLPD DQGJDUL DUH FRQVXPHG ORFDOO\ VR WKHUHDUHPRUH
PDUNHWV IRU WKHP WKDQ WKH JULWV 7KH PRVW XVHG SURGXFW LV WKH DJEHOLPD ZKLFK LV
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2ZQODQGRZQ
ODERXU
&RVWRI3URGXFWLRQ    

























Grits Agbelima Gari C. Roots
Cassava  value added products
)LJXUH1HW3URILWVPDGHE\)DUPHUVZKR3URFHVV&DVVDYD
5RRWV3URGXFHGIURPKDRI/DQG
rent land, hire labour own land, hire labour





&RPSDULQJ WKHXVHRI ODQGDQG ODERXU LWZDVUHDOLVHG WKDWSURFHVVLQJFDVVDYDURRWV
LQWRJULWVLVFRQVLVWHQWO\JLYLQJDKLJKHUSURILWPDUJLQLUUHVSHFWLYHRIXVLQJKLUHGODQG




2QH PDMRU YDOXH DGGHG SURGXFW LQ WKH FDVVDYD YDOXH FKDLQ SRXQGHG IXIX XVHV
FDVVDYD URRWV GLUHFWO\ VHH FKDSWHU  7KH URRWV DUH VROG WR PLGGOHPHQ ZKR ODWHU
UHWDLOWKHPWRFKRSEDURZQHUVSURFHVVLQJWKHFDVVDYDURRWVLQWRSRXQGHG IXIX(YHQ
WKRXJK WKH SULFHV RI WKH YDOXH DGGHG SURGXFWV VXFK DV JULWV DJEHOLPD DQG JDUL DUH
KLJKHU WKDQ FDVVDYD URRWV WKH URRWV KDYH WR EH VROG WR WKH FKRS EDU RSHUDWRUV





































Land and labour costs
)LJXUH1HW3URILWVRI)DUPHUVXVLQJWZR9DULDEOHV/DQG
DQG/DERXUWR3URFHVV&DVVDYD3URGXFHGIURPKDRI/DQG
















D %X\FDVVDYDXVHRZQODERXU  *+
E %X\FDVVDYDXVHKLUHGODERXU *+
E$JEHOLPD7DEOH
D %X\FDVVDYDXVHRZQODERXU  *+
E %X\FDVVDYDXVHKLUHGODERXU *+
F*DUL7DEOH





+RZHYHUZKHQ WKHFRVWRI ODERXU LV UHPRYHGDQHWSURILWRI*+ LV
PDGHHYHQWKRXJKWKLVLVVWLOOORZHUWKDQWKRVHRIJULWVDQGDJEHOLPD3URFHVVLQJJULWV
DQG DJEHOLPD XVLQJ RZQ ODERXU DOVR LQFUHDVHV SURILW PDUJLQV E\ *+ DQG
*+ UHVSHFWLYHO\ RYHU WKH XVH RI KLUHG ODERXU 3URFHVVRUV WKHUHIRUH PDNH
VDYLQJVRQWKHLUODERXULQSXWVIURPWKHHQWHUSULVH7KHSURFHVVRUVPD\EHEHWWHURII













)UHVK&DVVDYD URSH YDU\  
+DUYHVWLQJ URSH   
7UDQVSRUWIURPIDUP URSH   
3HHOLQJ PDQGD\V   
:DVKLQJ PDQGD\V   
7UDQVSRUWWRJUDWLQJSRLQW	EDFN    
*UDWLQJ    
'HZDWHULQJSUHVVLQJ    
&RVWRISRO\VDFNV EDJV   
6XQGU\LQJFRVW    
7RWDOFRVWIRU5RSH    
DFUH URSHV    
KD DFUHV  URSHV    
KD URSHVWRWDOFRVWURSH    
URSHSURGXFHVPLQLEDJVRIJULWVDYHUDJHEDJ NJ  
KD  PLQLEDJV    
PLQLEDJVHOOVDW*+    
*URVVLQFRPH EDJV[*+ *+   
7RWDOFRVWRISURGXFWLRQ    










)UHVK&DVVDYD URSH YDU\  
+DUYHVWLQJ URSH   
7UDQVSRUWIURPIDUP    
3HHOLQJ PDQGD\V   
:DVKLQJ PDQGD\V   
7UDQVSRUWWRJUDWLQJSRLQW	EDFN    
*UDWLQJ    
'HZDWHULQJSUHVVLQJ    
&RVWRISRO\VDFNV    
7RWDOFRVWSHUURSH    
DFUHRIODQG URSHV    
KD DFUHV  URSHV    
KD URSHVWRWDOFRVWURSH    
<LHOGSHUURSH PLQLEDJVEDJ NJ    
$YHUDJHSURGXFWKD  EDJV    
PLQLEDJVHOOVDW*+    
*URVVLQFRPH      
7RWDOFRVWRISURGXFWLRQ    




















)UHVK&DVVDYD URSH   
+DUYHVWLQJ URSH   
7UDQVSRUWIURPIDUP URSH   
3HHOLQJ PDQGD\V   
:DVKLQJ PDQGD\V   
7UDQVSRUWWRJUDWLQJSRLQW	EDFN    
*UDWLQJ    
'HZDWHULQJSUHVVLQJ PDQGD\   
)LUHZRRGIRUURDVWLQJ EXQGOH   
FRVWRIURDVWLQJGD\V PDQGD\V   
&RVWRIVDFNV EDJV   
URDVWLQJHTXLSPHQWSDQV    
URSH    
DFUH URSHV    
KD DFUHV  URSHV    
KD URSHVWRWDOFRVWURSH    
URSHSURGXFHVPLQLEDJVRIJDULDYHUDJHEDJ NJ   
KD  EDJV    
RORQND *+PLQLEDJ RORQNDV *+   
*URVVLQFRPH EDJV[*+    
7RWDOFRVWRISURGXFWLRQ    





:LWK UHJDUGV WR WKH IRXU FDWHJRULHV RI XVLQJ ODQG DQG ODERXU E\ IDUPHUSURFHVVRUV
IDUPHUV PDGH PRUH SURILWV RQ WKH WKUHH SURGXFWV WKDQ EX\HUSURFHVVRUV ZKR EX\
FDVVDYDDQGXVHKLUHGODERXUWRSURFHVV7DEOH:KHQEX\HUSURFHVVRUVXVHWKHLU
RZQ ODERXU WKH\ DOVR JHWPRUHSURILWV WKDQZKHQ IDUPHUSURFHVVRUVXVHKLUHG ODQG
ZLWKKLUHGODERXURURZQODQGZLWKKLUHGODERXU7KHFRQFOXVLRQVGUDZQLQWKHHDUOLHU
GLVFXVVLRQVRQIDUPHUSURFHVVRUVIDFLQJSUREOHPVRIKLJKODERXUFRVWVDUHVWLOOYDOLG







 *ULWV $JEHOLPD *DUL
 1HWSURILWV*+ 1HWSURILWV*+ 1HWSURILWV*+
%X\HUSURFHVVRU   
%X\FDVVDYD+LUHODERXU   
%X\FDVVDYD2ZQODERXU   
)DUPHUSURFHVVRU   
+LUHODQG+LUHODERXU   
2ZQODQG+LUHODERXU   
+LUHODQG2ZQODERXU   




$PDVD SOD\V D PDMRU UROH LQ WKH +4&) YDOXH FKDLQ DV WKH VROH LQWHUPHGLDU\
SURFHVVLQJJULWVLQWR+4&)LQWKH*UHDWHU$FFUD5HJLRQ7KHFRPSDQ\EX\VFDVVDYD
URRWV DQG JULWV IURP IDUPHUV DQG VPDOOVFDOH SURFHVVRUV SURYLGLQJ WKHP ZLWK UHDG\
PDUNHWV IRU WKHLU SURGXFH ZKLFK PD\ LPSURYH RQ WKHLU OLYHOLKRRGV $PDVD(?V
JRYHUQDQFH LQ WKH YDOXH FKDLQ KDV OHG WR SURGXFW XSJUDGLQJ IDUPHUV QRZ SURGXFH
JULWVDQGSURFHVVXSJUDGLQJIDUPHUVXVLQJLPSURYHGYDULHWLHVDQGSODQWLQJLQURZV
IRUEHWWHU\LHOGV)DUPHUVZKRVHOOFDVVDYDURRWVRUJULWVWR$PDVDDUHSDLGSURPSWO\
DQG LQ EXON 7KLV LV LQ FRQWUDVW ZLWK ZKDW KDSSHQV ZKHQ WKH\ VHOO WR RWKHU
LQWHUPHGLDULHV OLNH PDUNHW ZRPHQ ZKR EX\ RQ FUHGLW DQG VRPHWLPHV GHIDXOW LQ
SD\PHQW 7KH IDUPHUV DOVR UHFHLYH FUHGLW IDFLOLWLHV DQG H[WHQVLRQ VHUYLFHV IURP
$PDVD

,WKDVEHHQREVHUYHG WKDWSURFHVVLQJFDVVDYD URRWVDGGVYDOXHDQG WKHUHIRUHDWWUDFWV
PRUH SURILW :KHQ SURILWV DFFUXLQJ IURP WKH SURGXFWV DUH UDQNHG JULWV DUH UDQNHG
ILUVWIROORZHGE\DJEHOLPDDQGJDUL'HVSLWHWKLVREVHUYDWLRQIDUPHUVZRXOGSUHIHU
WR VHOO WKH URRWV WR $PDVD EHFDXVH RI EXON DQG SURPSW SD\PHQW DQG DOVR FUHGLW
IDFLOLWLHV ,W LVQRWRQO\WKHFDVVDYDURRWV WKDW WKH\VHOO2FFDVLRQDOO\ WKH\VHOORWKHU
SURGXFWVVXFKDVJDULDQGDJEHOLPDWRPLGGOHPHQDQGFRQVXPHUVDVZHOO3URFHVVRUV


















7KH FKDSWHU GLVFXVVHV KRZ WKH VWXG\ DQVZHUV WKH IRXU UHVHDUFK TXHVWLRQV SRVHG ,
WKHUHIRUHUHFDSWKHIRXUTXHVWLRQVKHUHDVIROORZV
L :KR DUH WKH DFWRUV LQ WKH FDVVDYD YDOXH FKDLQV" :KDW DUH WKH UHODWLRQVKLSV
EHWZHHQWKHP"
LL :KDWDUHWKHIHDWXUHVRI WKHLUOLYHOLKRRGVWKDW LQIOXHQFHWKHLUSDUWLFLSDWLRQLQ
WKHYDOXHFKDLQV"











)DUPHUV IRUP WKH PDLQ VWDUWLQJ SRLQW RI WKH FDVVDYD YDOXH FKDLQV 7KH\ SURGXFH
FDVVDYDDQGVHOOWRSULPDU\SURFHVVRUVPLGGOHPHQDQGFRQVXPHUV7KHIDUPHUVZKR
DUH PRVWO\ VPDOOVFDOH SURGXFHUV DUH HLWKHU QDWLYH RU VHWWOHU IDUPHUV ,Q DGGLWLRQ WR
FDVVDYDWKH\JURZRWKHUFURSVVXFKDVPDL]HSODQWDLQ\DPDQGYHJHWDEOHV7KLVLV
EHFDXVHPL[HGFURSSLQJLVZLGHO\SUDFWLVHGLQ*KDQD6DN\L'DZVRQ*\DVLHW
DO'XDG]HDQG LVXVHGE\ IDUPHUVDVD IRUPRIVHFXULW\ LQFDVHRWKHU
FURSVIDLO6RPHRIWKHIDUPHUVSURFHVVWKHLUFDVVDYDLQWRHQGSURGXFWVVHOOWRRWKHU








HLWKHU WKH KDUYHVWHG FDVVDYD URRWV RU WKH VWDQGLQJ FURSV 7KH\ VRPHWLPHV EX\ WKH
















2QH PDMRU UROH WKH PLGGOHPHQ SOD\ LQ WKH FDVVDYD YDOXH FKDLQ LV WKH OLQN EHWZHHQ
WKHP DQG WKH FRQVXPHUV LQ WKH XUEDQ PDUNHWV ,Q PRVW XUEDQ PDUNHWV LQ *KDQD
PLGGOHPHQ DQG UHWDLOHUV ZKR DUH PRVWO\ ZRPHQ KDYH IRUPHG YHU\ VWURQJ
DVVRFLDWLRQV ZLWK WKH KHDGV NQRZQ DV 0DUNHW 4XHHQV 3HSSHOHQERV  7KH





3ULPDU\SURFHVVRUVZHUHIRXQG WREHHQJDJHG LQSURFHVVLQJFDVVDYDURRWV LQWR IXIX
NRNRQWH JULWVDJEHOLPD DQGJDUL7KHSURFHVVLQJXQLWV IRUNRNRQWHDJEHOLPDJULWV




'XH WR WKHEXON\ DQGSHULVKDEOHQDWXUHRI FDVVDYDPRVWRI WKH URRWV DUH SURFHVVHG
LQWR VKHOI VWDEOH IRRGV .RUG\ODV  81,)(0  7RUWRH HW DO 









LPSURYLQJRQ WKHLU OLYHOLKRRGVDQGDOVRHQVXULQJIRRGVHFXULW\ LQ WKHKRXVH7KLV LV
EHFDXVHLQWKHUXUDODUHDVPRVWRIWKHKRXVHKROGILQDQFLQJHVSHFLDOO\IRRGLVGRQH
E\ WKH ZRPHQ +RZHYHU 8JZX DQG $\  REVHUYHG WKDW WKH QXPEHU RI PHQ
LQYROYHG LQ FDVVDYDSURFHVVLQJ LQFUHDVHV DV WKHRSSRUWXQLWLHV IRU FRPPHUFLDOLVDWLRQ
LQFUHDVH8JZXDQG$\ LQGLFDWHG WKDWDVPHFKDQLVHGSURFHVVLQJHTXLSPHQW VXFKDV




RI SURFHVVRUV 7KH ZRPHQ SURFHVVRUV FRPSODLQHG RI H\H SUREOHPV UHVXOWLQJ IURP
VPRNHHQFRXQWHUHGGXULQJERLOLQJRIFDVVDYDRUURDVWLQJRIJDULDVLWXDWLRQREVHUYHG
E\$GDQXHWDOLQWKH$GDNOXDUHDLQ*KDQDZKHUHPRVWZRPHQDUHVXIIHULQJ





$PDVD WKH RQO\ LQWHUPHGLDU\ SURFHVVRU VHOHFWHG IRU WKH VWXG\ LV D VXEVLGLDU\ RI
0RWKHUZHOO)DUPVZKLFKSURGXFHVFDVVDYDURRWVWRIHHGWKHSURFHVVLQJIDFWRU\7KH





VPDOO VFDOHSURFHVVRUVDQGHQGXVH LQGXVWULHV7KHFRPSDQ\EX\V WKH UDZPDWHULDOV
IURP IDUPHUV DQG SULPDU\ SURFHVVRUV WKHUHE\ SURYLGLQJ UHDG\ PDUNHWV IRU WKHLU









6PDOOVFDOH IDUPHUV ZKR VHOO FDVVDYD WR $PDVD LQ WKH *D :HVW 0XQLFLSDOLW\ ZHUH
RIIHUHGFUHGLWIDFLOLWLHVLQ WKHIRUPRISORXJKLQJWKHLUILHOGVZLWKGHIHUUHGSD\PHQWV
DQG VXSSOLHG ZLWK IUHH LPSURYHG FDVVDYD SODQWLQJ PDWHULDOV 7KHVH IDUPHUV GR QRW
KDYH DFFHVV WR DQ\ IRUPDO FUHGLW DQG WKHUHIRUH EHQHILW IURP WKLV GLUHFW YDOXH FKDLQ
ILQDQFLQJ)ULHVDQG$NLQ

7KH HQGPDUNHWV IRU $PDVD(?V+4&) DUH SO\ZRRG IDFWRULHV DQG PDQXIDFWXUHUV RI
LPSURYHG WUDGLWLRQDO IRRGVVXFKDV LQVWDQW IXIXGULHGDJEHOLPDDQGEDQNXPL[7KH
SURGXFWLRQ RI WKH WUDGLWLRQDO LPSURYHG IRRGV KDV KHOSHG LQ VDWLVI\LQJ FRQVXPHU
GHPDQGV HVSHFLDOO\ WKH PLGGOH FODVV DQGFLYLO VHUYDQWVZKR DUHPRVWO\ DZD\ IURP
KRPHRIVDIHDQGFRQYHQLHQWIRRGV

+4&) LV IRXQG WR EH D FORVH VXEVWLWXWH IRU ZKHDW IORXU DQG FDQ EH VXEVWLWXWHG IRU
DERXWZKHDWLQEUHDGDQGDERXWIRUVQDFNIRRGV*UDIIKDPHWDO
7KH *RYHUQPHQW RI *KDQD VXSSRUWV ZKHDWFRPSRVLWH IORXU SURGXFWLRQ SDUWO\ LQ
UHVSRQVH WR WKH ULVLQJ FRVW RI ZKHDW IORXU DQG EUHDG RQ WKH ORFDO PDUNHW 7KH
PLQLPXPOHYHORI LQFOXVLRQLVHVWLPDWHGDWDUDWHRIZKLFKZLOOUHTXLUH
07 RI +4&) 2QXPDK HW DO  :KHDW LPSRUWV LQWR *KDQD LQ  ZHUH
07YDOXHGDWDQGLQ LWZDV07YDOXHGDW
)$267$77KXVWKHFRVWRILPSRUWLQJWKHZKHDWIORXULVULVLQJ,W











SRXQGHG IXIX LW LVXVXDOO\FRQVXPHGDW WKHFKRSEDUVDQG LQUDUHFDVHV VHQWKRPH
&RQVXPHUV DUH XVXDOO\ FRQFHUQHG ZLWK TXDOLW\ DQG SULFH RI WKH SURGXFWV 7KH\
FDUHIXOO\DVVHVVVHQVRU\TXDOLWLHVRIFDVVDYDDQGLWVSURFHVVHGSURGXFWVEHIRUHEX\LQJ
)RU IUHVKFDVVDYD URRWV WKH\ ORRN IRU WKHFRRNLQJTXDOLWLHVZKLOH IRUSRXQGHG IXIX









IRU PRVW SHULRGV GXULQJ WKH GD\ SDWURQLVH WKH FKRS EDUV FRQVXPLQJ IXIX DQG RWKHU
IRRGLWHPV2QHPRGHRISRXQGLQJIXIXLVZKHUHRQHPDQSRXQGVVRPHWLPHVZLWKRXW
ZHDULQJDVKLUWDQGVZHDWVSURIXVHO\0RVWFRQVXPHUVSHUFHLYHWKDWKLVVZHDWGURSV
LQWR WKH IXIX GLVFRXUDJLQJ FRQVXPHUV WR SDWURQLVH VXFK FKRS EDUV 7KLV IDFWRU
FRXSOHG ZLWK WKH QHHG WR UHGXFH GUXGJHU\ FRQWULEXWHG WR WKH GHYHORSPHQW RI WKH











7UDGLWLRQDO SURFHVVLQJ RI NRNRQWH KDV EHHQ IRXQG QRW WR EH VXLWDEOH DV WKH SURGXFW
GHYHORSV PRXOGV DQG LV QRW VDIH IRU KXPDQ FRQVXPSWLRQ 0RUHRYHU WKH PLOOHG
SRZGHUVRPHWLPHVDSSHDUVJUH\RUGHHSEODFNZLWKWKHUHVXOWWKDWNRNRQWHKDVEHHQ
UHIHUUHG WRDV WKHSRRUPDQ(?V IRRG6LPLODU WR WKHSRXQGHGIXIX)5,GHYHORSHG WKH


PLQLNRNRQWH FKLS WHFKQLTXH ZKLFK SURGXFHV FKLSV XQGHU K\JLHQLF FRQGLWLRQV 7KLV





$GHED\R DQG 6DQJRVLPD  :LFNOHLQ DQG .DVFKQDU  1$52 6$$5,
8*$1'$$QREVHUYDWLRQZDVWKDWHYHQWKRXJKWKHUHZDVDIDUPHUJURXSLQ
WKH 7RWVXQ\D2NSHU ZKHUH WKH WHFKQRORJ\ ZDV LQWURGXFHG LW LV QRW D FRKHVLYH DQG
VXVWDLQDEOHRQHDVWKH\GRQRWHYHQPHHW$VWURQJHUJURXSZRUNLQWKHYLOODJHFRXOG
EHDZD\RXWWRJHWILQDQFLDODVVLVWDQFHIURPWKHIRUPDOILQDQFLDOLQVWLWXWLRQVRUHYHQ
DQ 1*2 7KH RWKHU DVSHFW WRR LV WKDW WKH VOLFLQJ PDFKLQH LV WRR H[SHQVLYH DQG D
PDQXDORU VPDOOHUPRGHOZRXOGKDYHEHHQPRUH DIIRUGDEOH+RZHYHU3DWLxR HW DO
IRXQGWKDWGHVSLWHWKHLQLWLDOKLJKFRVWORZLQFRPHIDUPHUVDGRSWHGDVLPLODU
FKLSSLQJ PDFKLQH WHFKQRORJ\ LQ %UD]LO EHFDXVH WKH IDUPHUV ZHUH IRXQG WR EH ZHOO
RUJDQLVHGLQWRJURXSV

 )HDWXUHV RI /LYHOLKRRGV RI $FWRUV LQ &DVVDYD 9DOXH &KDLQV WKDW ,QIOXHQFH
WKHLU3DUWLFLSDWLRQLQWKH9DOXH&KDLQV
7ZR GLIIHUHQW WHFKQRORJLHV ZHUH LQWURGXFHG E\ WKH &DVVDYD 60( 3URMHFW LQ WKH
FDVVDYDYDOXHFKDLQ7KHVHZHUHWKHLQWURGXFWLRQRIWKHLQVWDQWIXIXSUHSDUDWLRQWRWKH
IXIX SURFHVVRUV DQG WKH LQWURGXFWLRQ RI NRNRQWH PLQLFKLS WHFKQLTXH IRU SURFHVVLQJ
NRNRQWH $GRSWLRQ RI WKHVH WHFKQRORJLHV GHSHQGV RQ VRPH RI WKH IHDWXUHV RI WKH
OLYHOLKRRGVRIWKHSURFHVVRUV













6RPHSURFHVVRUVGHSHQGRQERWK IDPLO\ ODERXUDQGKLUHG ODERXU IRU WKHLUDFWLYLWLHV
0RVW FKLOGUHQ RI VFKRRO JRLQJ DJH DUH LQ VFKRRO IROORZLQJ WKH )&8%( SURJUDP
DGRSWHG E\ WKH *RYHUQPHQW RI *KDQD 3URFHVVRUV WKHUHIRUH XVH PRUH KLUHG ODERXU
HVSHFLDOO\IRUSRXQGLQJIXIXWKDQIDPLO\ODERXUDWWKHFKRSEDUV3RXQGLQJLVPRVWO\
GRQH E\ PHQ HVSHFLDOO\ LQ WKH 6XKXP DUHD ZKHUH RQO\ RQH PDQ SRXQGV ZKLOH D
ZRPDQ WXUQV WKH IXIX LQ WKH PRUWDU 6LQFH SRXQGLQJ LV D GLIILFXOW WDVN SURFHVVRUV
XVXDOO\KDYHSUREOHPVZLWKUHJXODUVXSSO\RIWKLVW\SHRIODERXUDVLWXDWLRQ2GHERGH
 DOVR REVHUYHG DPRQJ ZRPHQ SURFHVVRUV LQ 1LJHULD 7KH LQVWDQW IXIX
WHFKQRORJ\GRHVQRWLQYROYHSRXQGLQJ$VLQGLFDWHGHDUOLHUWKHSRZGHULVVWLUUHGOLNH
EDQNX 7KLV LV D WDVN ZKLFK ZRPHQ DUH WUDGLWLRQDOO\ XVHG WR DQG FDQ GR LW PRUH
HIIHFWLYHO\WKDQPHQ7KXVWKLVQHJDWLYHIDFWRURIODERXUVKRUWDJHUDWKHUEHFRPHVDQ
LQFHQWLYH WR SURFHVVRUV WR DGRSW WKH LQVWDQW IXIX WHFKQRORJ\ 7KLV LV EHFDXVH DSDUW
IURPUHPRYLQJGUXGJHU\WKHQHZWHFKQRORJ\HOLPLQDWHVSHHOLQJZDVKLQJDQGERLOLQJ
RI FDVVDYD 7KLV ORRNV OLNH D SDUDGR[ LQ QRUPDO DGRSWLRQ WKHRULHV EXW KDV UDWKHU





VLPLODU WR WKH VLWXDWLRQVRIRWKHUSURFHVVRUV VWXGLHG 2MRPR2GHERGH
HYHQ WKRXJKRWKHUDXWKRUVDOVRREVHUYHGDKLJKHUSHUFHQWDJHRIHGXFDWHGZRPHQLQ
FDVVDYD SURFHVVLQJ $PDR HW DO  2JXQOH\H HW DO  7KH :RUOG %DQN
DWWULEXWHGWKHORZDWWDLQPHQWRIHGXFDWLRQLQUXUDODUHDVWRIDUPZRUNZKHUH
FKLOGUHQ PLVV VFKRRO RU GURS RXW WR KHOS ZLWK IDUP ZRUN $QRWKHU LVVXH LV WKDW
JRYHUQPHQWVKDYHOLPLWHGFDSDFLW\RUZLOOWRSURYLGHHGXFDWLRQDOLQIUDVWUXFWXUHLQWKH




NQRZOHGJH RI LQGLYLGXDOV 7KLV KDV EHHQ HPSKDVLVHG E\ %R] DQG $NED\ 
$FFRUGLQJ WR 0DQGDNLQL  ZKHQ SHRSOH DUH SURYLGHG ZLWK HGXFDWLRQDO
RSSRUWXQLWLHV DV ZHOO DV WKH DXWRQRP\ QHHGHG WR WDNH DGYDQWDJH RI VXFK DQ
RSSRUWXQLW\ WKH\ DUH HQDEOHG WR PDNH VWUDWHJLF OLIH FKRLFHV DQG WR QHJRWLDWH WKHLU


SRYHUW\&ODVVLI\LQJDGRSWHUV5RJHUV LQGLFDWHG WKDW WKH LQQRYDWRUVDQGHDUO\
DGRSWHUV RI WHFKQRORJLHV DUH WKRVH ZKR KDYH KLJKHU HGXFDWLRQ UHDG MRXUQDOV DQG
ERRNVRQDJULFXOWXUHDQGKDYHFRQWDFWZLWKH[WHQVLRQRIILFHUVDPRQJRWKHU IDFWRUV
2WKHU DXWKRUV DOVR REVHUYHG WKDW HGXFDWLRQ VLJQLILFDQWO\ LQIOXHQFHV DGRSWLRQ RI




LQIOXHQFH DGRSWLRQ RI WKH WHFKQRORJ\ 7KLV ZDV VLPLODU WR WKH REVHUYDWLRQV RI
/OHZHO\Q DQG :LOOLDPV  DQG $EGXO HW DO  ZKR GLG QRW ILQG DQ\






KHDOWK VWDWXVRI WKHSURFHVVRU)XIXSURFHVVLQJ LV DGLIILFXOW MREZKLFK UHTXLUHV WKDW
SURFHVVRUVPXVWEHKHDOWK\LQRUGHUWRRSHUDWHWKHFKRSEDU7KLVZDVHYLGHQFHGLQWKH
IDFW WKDW +HDOWK ,QVSHFWRUV IURP WKH 0LQLVWU\ RI +HDOWK XVXDOO\ PRQLWRU WKH KHDOWK
VWDWXV RI WKH SURFHVVRUV UHJXODUO\ DQG PDNH VXUH WKH\ DWWHQG PHGLFDO FKHFNXSV
\HDUO\7KXVSURFHVVRUVZKRGRQRWKDYHKHDOWKFHUWLILFDWHVDUHQRWDOORZHGWRRSHUDWH















ZKRSUHIHUPRUHGHFHQWSODFHV HVSHFLDOO\ WKH PLGGOH LQFRPHFODVVSHRSOHZKR DUH
PRUH FRQFHUQHG ZLWK PRUH K\JLHQLF DQG VDIH IRRG IRU FRQVXPSWLRQ -XPDK HW DO
 2QXPDK  7KXV EHWWHU DQG ZHOONHSW FKRS EDU EXLOGLQJV ZRXOG DWWUDFW
PRUH FXVWRPHUV DQG ZRXOG WKHUHIRUH EH DQ LQFHQWLYH WR SURFHVVRUV WR XSJUDGH WKH
FKDLQ E\ DGRSWLQJ WKH QHZ WHFKQRORJ\ 2Q WKH RWKHU KDQG RZQHUV RI WKH OHVV
GHYHORSHGEDUVNQRZWKDWWKHFDWHJRU\RISHRSOHZKRSUHIHUWKHLQVWDQWIXIXPD\QRW






7KLV LV EHFDXVH WKH SRZGHU FRXOG EH SUHSDUHG LQWR IXIX LQ ILYH WR HLJKW PLQXWHV
ZKHUHDV FDVVDYD FRXOG EH ERLOHG IRU DERXW  PLQXWHV EHIRUH SRXQGLQJ 6LQFH
PDQ\ FXVWRPHUV DUH QRW SDWURQLVLQJ WKH WHFKQRORJ\ DW WKH PRPHQW WKH IHZ SHRSOH
ZKRZRXOGDVNIRULWFRXOGEHVHUYHGZLWKLQILYHWRHLJKWPLQXWHVXVLQJWKH/3*RU
HOHFWULFVWRYHZKLFKDUHDYDLODEOHWRVRPHRIWKHSURFHVVRUV7KLVZRXOGVDYHDORWRI







E\ 1LFRO  DQG :DWHU$LG E &RPPXQLWLHV VWXGLHG KDYH DFFHVV WR FOHDQ
DQGVDIHZDWHU:DWHULVQRWRQO\XVHGIRUGRPHVWLFSXUSRVHVEXWDOVRIRUDJULFXOWXUDO
DQG LQGXVWULDO SXUSRVHV DV ZHOO 0RVW VPDOOVFDOH SURFHVVRUV QHHG ZDWHU IRU WKHLU
SURFHVVLQJ DFWLYLWLHV $V QRWHG E\ $GHED\R HW DO  FDVVDYD SURFHVVLQJ
HVSHFLDOO\IXIXSURFHVVLQJXVHVDORWRIZDWHUDQGWKH\IRXQGSRRUDFFHVVWRZDWHUDV
DPDMRUFRQVWUDLQWWRIXIXSURFHVVRUVLQ6RXWK:HVWHUQ1LJHULD(YHQWKRXJKZDWHULV
DFULWLFDO IDFWRU LQSRXQGHG IXIXSUHSDUDWLRQ LW LVQRWFULWLFDOZKHQXVLQJ WKH LQVWDQW
IXIXSRZGHU'XULQJWKHSUHSDUDWLRQRIWKHLQVWDQWIXIXDVGHVFULEHGLQFKDSWHUWKH




LV QHHGHG LQ YHU\ VPDOO TXDQWLWLHV ZKHQ XVLQJ WKH LQVWDQW IXIX SRZGHU 7KHUHIRUH
DFFHVVWRZDWHUHYHQWKRXJKQHFHVVDU\LVQRWDPDMRUIDFWRUWKDWLVFRQVWUDLQLQJWKH
XSJUDGLQJRI WKH IXIX YDOXHFKDLQ+RZHYHU WKHZDWHU DYDLODEOH VKRXOG EHRI JRRG
TXDOLW\VRWKDWLWVXVHGRHVQRWOHDGWRGLVHDVHVLWXDWLRQV

*RRGVDQLWDWLRQDW WKHFKRSEDUVPD\ OHDG WRFRQVXPHUVDWLVIDFWLRQDVQRFRQVXPHU
ZRXOG OLNH WR WDNH KLV PHDOV LQ DQ HQYLURQPHQW WKDW LV QRW SOHDVDQW :DVWH ZDWHU
FDVVDYD SHHOV DQG ZDVWH IRRG FRQWULEXWH WR SRRU VDQLWDWLRQ SUREOHPV 6LQFH PRVW








PDUNHW RU YLOODJH 7UDQVDFWLRQ FRVWV DUH WKHUHIRUH UHGXFHG ZKHQ SURFHVVRUV XVH WKH
LQVWDQW IXIX SRZGHU FRPSDUHG WR EX\LQJ WKH IUHVK FDVVDYD URRWV IRU SURFHVVLQJ
6LPLODUVDYLQJRIWUDQVDFWLRQFRVWVGXULQJWUDQVSRUWDWLRQRIFDVVDYDZDVREVHUYHGE\
0LQRWDQG+LOODQG:HQKDP7KXVGLIILFXOWLHVLQWUDQVSRUWLQJFDVVDYD
ZKLFK LV D FRQVWUDLQW WR SRXQGHG IXIX SURFHVVLQJ LV QRZ DQ DGYDQWDJH UDWKHU DQG





DQRUJDQLVHGJURXS7&$SURFHVVRUV LQ WKHRWKHUVWXG\DUHDVRSHUDWH LQGLYLGXDOO\
,QIRUPDWLRQ VKDULQJ DFFHVV WR LQVWLWXWLRQV VXFK DV *7% 8QLOHYHU )5, ZHUH DOO
GHYHORSHG ZLWK WKH JURXS 'LVFXVVLRQV RQ WKH WHFKQRORJ\ WUDQVIHU VWDUWHG ZLWK WKH







WKHUHIRUHSODFHV WKHSURFHVVRUV LQ6XKXP LQDSRVLWLRQ WRXSJUDGHPRUHHIIHFWLYHO\
7KLV LVEHFDXVHDVKDVEHHQREVHUYHG LW LV JHQHUDOO\SHUFHLYHG WKDW WKHGHFLVLRQ WR




$FFHVV WR ILQDQFLDOFDSLWDO LV RQHRI WKHPDMRUFRQVWUDLQWV IDFHGE\ WKH IDUPHUVDQG
SURFHVVRUV 7KLV LV D VLWXDWLRQ ZKLFK UXQV WKURXJK DOO IDUPLQJ FRPPXQLWLHV LQ WKH
FRXQWU\$GG\HWDO$U\HHWH\DQG$KHQH2QXPDK7DJRHHWDO
$OO WKHSDUWLFLSDQWV LQ WKHYDOXHFKDLQV VWXGLHGFRPSODLQHGRI WKH ODFNRIRU
SRRUDFFHVVWRILQDQFLDOFDSLWDOKHQFHWKHLULQDELOLW\WRH[SDQGWKHLUDFWLYLWLHV7KLVLV
FRQVLVWHQW ZLWK RWKHU DXWKRUV ZKR DWWULEXWHG WKH LQDELOLW\ RI SURFHVVRUV WR DGRSW





WKHLU OLYHOLKRRGV ,Q 0DUFK  WKHUH ZHUH  5XUDO DQG &RPPXQLW\ %DQNV 
6DYLQJVDQG/RDQV&RPSDQLHV1RQ%DQN)LQDQFLDO,QVWLWXWLRQVDQG8QLYHUVDO
DQG RIIVKRUH %DQNV LQ WKH FRXQWU\ %R*  'HVSLWH WKHVH KLJK QXPEHUV RI
EDQNVIDUPHUVDQGSURFHVVRUVVWLOOFRPSODLQRISRRUDFFHVVRUODFNRIDFFHVVWRFUHGLW
IDFLOLWLHV &UHGLW WR DJULFXOWXUH DQG 60(V UHPDLQV ORZ DQG FRQWLQXHV WR GHFOLQH
ODUJHO\EHFDXVHRIKLJK WUDQVDFWLRQFRVWVDQG WKHSHUFHSWLRQRI WKHEDQNV WKDW WKHVH
HQWHUSULVHVDUHKLJKO\ULVN\2QXPDKHWDO

8QOLNHFDVVDYDZKLFK LVEXON\DQGKDV WREH WUDQVSRUWHGDWKLJKFRVWV IXIXSRZGHU
FRXOGEHERXJKWD IHZSDFNHWVDW D WLPHDQG LVHYHQVKHOIVWDEOH3URFHVVRUVGRQRW
QHHGDODUJHFDSLWDOWRHQJDJHLQWKHXVHRIWKHIXIXSRZGHU7ZRRUWKUHHSDFNHWVRI
WKH SRZGHU FRXOG EH ERXJKW IURP D NLRVN DQG XVHG /DWHU PRUH FRXOG EH ERXJKW
7KXVDSURFHVVRUGRHVQRWQHHGWREX\ODUJHFDUWRQVRIWKHSRZGHUDQGVWRUH7KLVLV
DQDGYDQWDJHWRSRRUSURFHVVRUVZKRKDYHLQVXIILFLHQWFDSLWDOWREX\ODUJHTXDQWLWLHV
RI FDVVDYD URRWV IRU SURFHVVLQJ /RZ FDSLWDO RU SRRU DFFHVV WR ILQDQFLDO FDSLWDO KDV
WKHUHIRUH EHFRPH D IDFWRU WKDW FDQ SRVLWLYHO\ LQIOXHQFH WKH DGRSWLRQ RI WKH
WHFKQRORJ\ D ILQGLQJ ZKLFK LV LQFRQVLVWHQWZLWK ILQGLQJV IURPRWKHU VWXGLHVZKLFK












7KH PLQLFKLS WHFKQLTXH LV D ODERXU VDYLQJ GHYLFH ZKLFK UHGXFHV WKH QXPEHU RI
GU\LQJGD\VIURPWZRZHHNVWRDERXWWKUHHGD\V,WZRXOGWKHUHIRUHVDYHODERXUZKLFK
FRXOG EH XVHG IRU RWKHU IDUPLQJ DQG SURFHVVLQJ DFWLYLWLHV LQ WKH FRPPXQLWLHV ,W
KRZHYHUQHHGVVNLOOV WRRSHUDWH WKHPDFKLQH$IWHU WU\LQJ WKHLUKDQGVRQ WKHVOLFLQJ









$VDGXOODK  $VIDZ DQG $GPDVVLH  'RVV  HGXFDWLRQDO OHYHOV RI
WKHVH SURFHVVRUV GLG QRW WKHUHIRUH DQ\ HIIHFW RQ WKH DGRSWLRQ RI WKH WHFKQRORJ\












+HDOWKVWDWXVRI WKHSHRSOHKDVEHHQIRXQGQHFHVVDU\IRU WKHXSJUDGLQJEHFDXVH WKH
WHFKQRORJ\LWVHOIVWUHVVHVWKHLPSRUWDQFHRIKHDOWKDQGDVLWLVFHQWUHGRQSURGXFLQJD











HOHFWULFDO HQHUJ\ LV WKHUHIRUH QRW DQ LPSRUWDQW IDFWRU LQ WKH DGRSWLRQ RI WKH
WHFKQRORJ\












RI WKHNRNRQWH FKLSV FRXOGEH DYRLGHG7KHSURFHVVRIGU\LQJZKHUH WKHSURFHVVRUV












WHFKQLTXH HYHQ UHGXFHV WKH EXON\ QDWXUH RI NRNRQWH WKDW KDV WR EH WUDQVSRUWHG RYHU
ORQJ GLVWDQFHV WR PDUNHWLQJ FHQWUHV 7KH QDWXUH RI WKH URDGV LQ WKH VWXG\ DUHDV
WKHUHIRUHGRQRWKDYHDQ\LQIOXHQFHRQWKHDGRSWLRQRIWKHWHFKQRORJ\WKDWKDVEHHQ





7KH UHRUJDQLVDWLRQRI IDUPHUV(? JURXS LQ7RWVXQ\D2NSHU DQG WKHH[LVWLQJJURXS LQ
)RULNURP FRXOG LQIOXHQFH WKH DGRSWLRQ RI WKH WHFKQRORJ\ EHFDXVH VRFLDO QHWZRUNV
KDYH EHHQ SHUFHLYHG WR FRQWULEXWH WR GHFLVLRQ PDNLQJ SURFHVV WRZDUGV DGRSWLRQ RI
WHFKQRORJLHV6DMMDGHWDO*LEEVHWDO6LQFHWKHSURFHVVRUVFRPSODLQHG
RI ODFN RI DFFHVV WR FUHGLW IDFLOLWLHV WR HQDEOH WKHP SXUFKDVH WKH VOLFLQJ PDFKLQH







DQG WKHUH LV DOZD\V LQIRUPDWLRQ IORZ DPRQJ WKH PHPEHUV (IIHFWLYH JURXS





NRNRQWH SURFHVVRUV IDFH VLPLODU VLWXDWLRQVRISRRU DFFHVV WR FUHGLW IDFLOLWLHV OLNH WKH
IXIXSURFHVVRUV5RJHUV REVHUYHG WKDWDFFHVV WR ILQDQFLDO UHVRXUFHV LVRQHRI
WKH PDMRU GHWHUPLQDQWV RI DGRSWLRQ RI WHFKQRORJLHV 7KH SURFHVVRUV FODLPHG WKH\


ZHUHSRRU DQGGRQRWKDYHDFFHVV WR FUHGLW IDFLOLWLHV DQG WKHUHIRUH FDQQRW DIIRUG WR





WR VRXUFH FUHGLW IDFLOLWLHV IURP WKH$'%+RZHYHU WKH JURXSZDVQRW FRKHVLYH DQG
WKHUHIRUH FRXOG QRW EH VXVWDLQHG 7KXV LI WKH SURFHVVRUV KDG DFFHVV WR IXQGV WKHUH





7KH VWXG\ FRQFHQWUDWHG RQ OLYHOLKRRGV DQDO\VLV DQG YDOXH FKDLQ DQDO\VLV 7KH
OLYHOLKRRGV DQDO\VLV IRFXVVHG RQ FDVVDYD IDUPHUV DQG SURFHVVRUV ZKR DUH WKH PDLQ
DFWRUV LQ WKH FDVVDYD YDOXH FKDLQ 7KH YDOXH FKDLQ DQDO\VLV KHOSHG WR H[SODLQ WKH








PRUHFRPSUHKHQVLYHXQGHUVWDQGLQJRIERWK WKHVWUXFWXUHRIPDUNHWVDQG WKHZD\ LQ
ZKLFK PDUNHWV IRU SDUWLFXODU JRRGV LQWHUDFW ZLWK OLYHOLKRRG VWUDWHJLHV .DQML HW DO
.XODHWDO$QLPSRUWDQWREVHUYDWLRQZDVSULFHVKRFNVWKDWDFWRUVLQWKH
FKDLQ ZHUH VXEMHFWHG WR 7KHUH ZDV DOZD\V LQFUHDVLQJ FRVWV RI LQSXWV DQG
WUDQVSRUWDWLRQ ZKLFK DIIHFWHG WKH FRVW RI FDVVDYD SURGXFWLRQ SURFHVVLQJ DQG
PDUNHWLQJ(YHQSURFHVVRUVHVSHFLDOO\JDULNRNRQWHDQGDJEHOLPDSURFHVVRUVPRVW
RIWHQGRQRWJHW WKHUHTXLUHGVHOOLQJSULFHV IRU WKHLUSURGXFWVEHFDXVH WKHSULFHVDUH
















7KH VWXG\ UHYHDOHG FKDUDFWHULVWLFV RI FDVVDYD DQG FDVVDYD SURFHVVHG SURGXFWV WKDW
IRUPWKHGHWHUPLQLQJIDFWRUVIRUFRQVXPHUDFFHSWDQFHLQ WKHFKDLQ7KHVHGHPDQGV
IRU H[DPSOH WKH VHQVRU\ TXDOLWLHV RI NRNRQWH DQG WKH SRXQGHG IXIX FDOO IRU HLWKHU
SURGXFWRUSURFHVVXSJUDGLQJ7KHVWXG\UHYHDOHGWKHLQFHQWLYHVDQGFRQGLWLRQVXQGHU
ZKLFK WDUJHW KRXVHKROGV ZLOO DFWXDOO\ DGRSW QHZ DQG LPSURYHG WHFKQRORJLHV IRU
XSJUDGLQJ WKH FKDLQ $FWRUV LQ WKH FDVVDYD YDOXH FKDLQV DUH VRPHWLPHV IDFHG ZLWK
FRQVWUDLQWV ZLWK UHIHUHQFH WR WKHLU DVVHWV 2QXPDK HW DO  $GG\ HW DO 
,)$'7KHVHFRQVWUDLQWVXVXDOO\SUHYHQWRUOLPLWWKHLUDGRSWLRQRIWHFKQRORJLHV
KHQFHIDLOXUHWRXSJUDGHWKHLUYDOXHFKDLQV,QWKH IXIXYDOXHFKDLQLWZDVREVHUYHG




LQGLFDWHG WKDW LQ VWDQGDUG HQGRJHQRXV JURZWK PRGHOV DQ LQFUHDVH LQ WKH VXSSO\ RI
ODERXU HQFRXUDJHV WHFKQRORJLFDO SURJUHVV ,Q FRQWUDVW WKH IDPRXV +DEDNNXN
K\SRWKHVLVLQHFRQRPLFWKHRU\FODLPVWKDWWHFKQRORJLFDOSURJUHVVZDVPRUHUDSLGLQ
WKHWKFHQWXU\8QLWHG6WDWHVWKDQLQ%ULWDLQEHFDXVHRIODERXUVFDUFLW\LQWKHIRUPHU
FRXQWU\ $FHPRJOX  VWXG\LQJ ODERXU VFDUFLW\ DQG LQQRYDWLRQ DGRSWLRQ
REVHUYHGWKDWODERXUVFDUFLW\ZLOOHQFRXUDJHWHFKQRORJLFDODGYDQFHVLIWHFKQRORJ\LV
VWURQJO\ ODERXU VDYLQJ 6LPLODUO\ 6FKHUU  IRXQG WKDW WKHUH LV ZLOOLQJQHVV WR






HGXFDWLRQ SRRU DFFHVV WR HQHUJ\ LQ WKH IRUP RI HOHFWULFLW\ SRRU DFFHVV WR FUHGLW
IDFLOLWLHV DQG SRRU JURXS PHPEHUVKLS +RZHYHU DSDUW IURP SRRU DFFHVV WR FUHGLW
IDFLOLWLHV WKHRWKHU FRQVWUDLQWV GLGQRWKDYH DQ\ LQIOXHQFHRQDGRSWLRQRI WKHPLQL
FKLSWHFKQLTXH

7KH WZR WHFKQRORJLHV LQWURGXFHG WR WKHDFWRUVKDYHEHHQGHYHORSHGE\ WKH UHVHDUFK
LQVWLWXWLRQVDQGDUHDYDLODEOHEXWWKHPRGHRIWHFKQRORJ\WUDQVIHUPDWWHUV7UDLQLQJLQ
WKH WHFKQRORJLHV ZDV HDV\ DQG SDUWLFLSDWLRQ LQ WKH GHPRQVWUDWLRQ H[HUFLVHV ZDV
HQFRXUDJLQJ $ZDUHQHVV FUHDWLRQ DPRQJ DFWRUV LQ WKH IXIX YDOXH FKDLQ HVSHFLDOO\
FRQVXPHUV LV RQJRLQJ DQG WKH SRZGHU LV QRZ DYDLODEOH DW VRPH RI WKH FKRS EDUV
7KXVFRQVXPHUVKDYHVWDUWHGSDWURQLVLQJ WKHEDUVZLWK WKH LQVWDQW IXIXSRZGHU7KH






)ROORZLQJ IURP ZKDW .DLQML HW DO  REVHUYHG DERXW FRPELQLQJ WKH WZR
DSSURDFKHVLWZDVIRXQGWKDWWKH6/$LGHQWLILHGIHDWXUHVRIOLYHOLKRRGVVXFKDVWKHLU
DVVHWVDQGWKHHQDEOLQJHQYLURQPHQW7KH9&$DOVRVKRZHGDUHDVZKHUHXSJUDGLQJ
RI WKH FKDLQ ZHUH QHFHVVDU\ HJ SURGXFW XSJUDGLQJ RI WKH IXIX YDOXH FKDLQ DQG
SURFHVVXSJUDGLQJRI WKHNRNRQWHYDOXH FKDLQ 7KHUH DUH VRPHRI WKH IHDWXUHV WKDW
ZHUHIRXQGWRHQKDQFHDGRSWLRQRIWKHWHFKQRORJLHVZKLOHVRPHGLGQRW)RUH[DPSOH
SRRU DFFHVV WR FUHGLW HQFRXUDJHG DGRSWLRQ RI WKH LQVWDQW IXIX WHFKQRORJ\ ZKLOH WKH
VDPHSRRUDFFHVV WRFUHGLWGLGQRWHQFRXUDJH WKHDGRSWLRQRI WKH NRNRQWHPLQLFKLS










7RWVXQ\D2NSHU ZKLFK WKH\ FDQQRW DIIRUG WR EX\ $ FRPELQDWLRQ RI WKH WZR
DSSURDFKHV WKHUHIRUH LQGLFDWHV WKDW QHLWKHU WKH 6/$ QRU WKH 9&$ FRXOG FDSWXUH RQ




 )DFWRUV ,QIOXHQFLQJ )DUPHUV¶ 'HFLVLRQV RQ :KHWKHU WR 6HOO )UHVK &DVVDYD
3URFHVVIRU6DOH
7KLV VHFWLRQ GHDOV ZLWK WKH FRVWEHQHILW DQDO\VLV RI VHOOLQJ IUHVK FDVVDYD URRWV RU






0RVW KRXVHKROG GHFLVLRQV DUH XVXDOO\ DIIHFWHG E\ WKHLU VRFLRHFRQRPLF VLWXDWLRQV
FRXSOHG ZLWK SROLFLHV UXOHV DQG UHJXODWLRQV WKDW DUH HQIRUFHG E\ WKH VWDWH DQG
FRPPXQLW\ 7KH GHFLVLRQ E\ WKH IDUPHUV WR VHOO FDVVDYD URRWV RU SURFHVV WR VHOO
LQLWLDOO\ WDNHV LQWR DFFRXQW KRZ PXFK LV JDLQHG ZKHQ D KHFWDUH RI URRWV LV VROG WR
$PDVD DQG DOVR KRZ PXFK LV JDLQHG ZKHQ WKH URRWV DUH SURFHVVHG LQWR JULWV
DJEHOLPDDQGJDUL(VWLPDWHVUHFHLYHGIURPWKHIDUPHUVDQGSURFHVVRUVLQGLFDWHGWKDW
SURFHVVLQJ WKH URRWV LQWR HQG SURGXFWV VXFK DV JULWV DJEHOLPD DQG JDUL DUH PRUH
SURILWDEOHLQWHUPVRIIDFHYDOXHRIFDVKWKDQVHOOLQJWKHURRWV7KLVKDVEHHQUHIHUUHG
WRE\.XODHWDODVDFRPSDUDWLYHDGYDQWDJH
$JEHOLPD DQG JDUL DUH VROG WKURXJK PLGGOHPHQ RU GLUHFWO\ WR FRQVXPHUV 7KH
PLGGOHPHQVRPHWLPHVEX\RQFUHGLWDQGSD\LQLQVWDOPHQWVDQGRQFHLQDZKLOHWKHUH
FRXOG EH D GHIDXOW 3URFHVVRUV WKHUHIRUH VWDQG WR ORVH ZKHQ WKH PLGGOHPHQ GR QRW
KRQRXU WKHLU REOLJDWLRQV 7KLV LV LQ FRQWUDVW WR ZKHQ WKH\ VHOO WKH FDVVDYD URRWV WR












)DUPHUVVHOOLQJFDVVDYD URRWV WR$PDVDXVXDOO\KDYH WKHLU ILHOGVSORXJKHGIRU WKHP
E\ $PDVD RQ FUHGLW EDVLV 7KLV ILOOV WKH JDS FUHDWHG E\ WKH IRUPDO ILQDQFLDO FUHGLW
LQVWLWXWLRQV WR ZKLFK WKH IDUPHUV GR QRW KDYH DFFHVV 'XULQJ ODQG SUHSDUDWLRQ WKH





$PDVD DOVR SURYLGHV IDUPHUV ZLWK LPSURYHG SODQWLQJ PDWHULDOV DORQJVLGH H[WHQVLRQ
VHUYLFHVRQSODQWLQJGLVWDQFHDQGURZSODQWLQJ7KHIDUPHUVLQGLFDWHGWKDWWKHUHZHUH




7KH IDUPHUV KDYH WKHUHIRUH FRQFOXGHG WKDW WKH\ IHHO PRUH FRPIRUWDEOH VHOOLQJ WKH
FDVVDYDURRWV WR$PDVDWKDQWRPLGGOHPHQRUSURFHVVIRUVDOHEHFDXVHRI WKHDERYH
DGYDQWDJHV WKDW WKH\ JHW IURP $PDVD $OVR WKH PLGGOHPHQ VRPHWLPHV GHIDXOW LQ
SD\PHQWDQGDJOXW LQ WKHPDUNHW IRUFHV WKHPWR UHGXFH WKHLUSULFHV6LPLODUO\(OOLV
DQG$OOLVRQREVHUYHGWKDWYXOQHUDEOHIDUPHUVSUHIHUOLYHOLKRRGVHFXULW\WRULVH
LQDYHUDJH LQFRPHV ,W WKHUHIRUH LPSOLHV WKDW WKHIDUPHUVIHHOEHWWHURIIZLWK$PDVD






7KH VWXG\ ZRXOG QRW EH FRPSOHWH LI UHFRPPHQGDWLRQV KDG QRW EHHQ PDGH ZLWK
UHJDUGV WR WKH LPSURYHPHQW WR WKH FDVVDYD YDOXH FKDLQV DQG WKH OLYHOLKRRGV RI WKH
IDUPHUV DQG SURFHVVRUV 7KH PDLQ REMHFWLYH RI WKH VWXG\ LV WR ³LGHQWLI\ DSSURSULDWH






WR ILQDQFLDO FDSLWDO 7KLV KDV SODFHG OLPLWDWLRQV RQ LQYHVWPHQWV WR EH PDGH E\ WKH
FKDLQ SDUWLFLSDQWV 7R WKLV HQG LW ZRXOG EH LPSRUWDQW WR UHYLVLW WKH EDQNLQJ
UHJXODWLRQVFRQFHUQLQJOHQGLQJWRIDUPHUVWRPDNHLWHDVLHUIRUWKHPWRERUURZIURP





JURXSV FRXOG EH DFFHSWHG DQG ILQDQFHG E\ 1*2V DOVR VLQFH WKH 1*2V DOVR SUHIHU
ZRUNLQJZLWKIDUPHUJURXSVUDWKHUWKDQLQGLYLGXDOV







WR WDNH DQGKRZ ORQJ WR UHSD\ WKH ORDQ$OO 3URFUHGLW QHHGV DUH DSHUVRQDO LGHQWLW\
FDUGDJXDUDQWRUSUHIHUDEO\WKHVSRXVHRIWKHFXVWRPHURUDQ\FORVHDVVRFLDWHZKRLV
LQHPSOR\PHQW7KHUHSD\PHQWFRXOGEHZHHNO\IRUWQLJKWO\RUPRQWKO\GHSHQGLQJRQ












E\ SRVWLQJ DQ $($ WR WKH FRPPXQLW\ $QRWKHU RSWLRQ LV WR DSSURDFK 1*2V IRU





:LWK )DUP 5DGLR SURJUDPPHV D IDUPHU RU SURFHVVRU FDQ DFFHVV DQ\ WLPH RI
LQIRUPDWLRQ E\ IROORZLQJ SURPSWV RQ WKH PRELOH SKRQH 7KHUHIRUH LQ DUHDV ZKHUH
WKHUHDUHQR$($VIDUPHUVDQGSURFHVVRUVFDQDFFHVVDOOWKHLQIRUPDWLRQWKH\QHHG
)XIX SURFHVVRUV FDQ DOVR DFFHVV DOO WKH LQIRUPDWLRQ WKH\ QHHG RQ LQSXWV DQG WKHLU
SULFHVRQDQ\RIWKHDERYHSODWIRUPV6RPH'LVWULFW$JULFXOWXUDO'HYHORSPHQW8QLWV
KDYH DOVR PDGH FHOO SKRQHV DYDLODEOH WR WKHLU $($V ZKR DOVR PDNH WKHLU QXPEHUV




)DUPHUV FODLPHG WKDW WKH NRNRQWH PLQLFKLS WHFKQLTXH LV D EHWWHU ZD\ RI SURGXFLQJ
NRNRQWHEXW WKHSUREOHPZDVZLWKWKHFRVWRI WKHPHFKDQLFDOVOLFHUZKLFKZDVXVHG
IRUWKHGHPRQVWUDWLRQ)DEULFDWRUVFRXOGEHHQFRXUDJHGWRGHYHORSPDQXDOFKLSSHUVDW




:KHDW LPSRUWV WR*KDQDKDYHEHHQRQ WKH LQFUHDVHDQGDIIHFW WKHFRXQWU\(?V IRUHLJQ
HDUQLQJV7KHXVHRI+4&)DWDERXWVXEVWLWXWHLQWKHEDNHU\LQGXVWU\FRXOG
UHGXFHRXULPSRUWVLIWKH*RYHUQPHQWVXSSRUWIRUWKH+4&)LQGXVWU\FRXOGEHWXUQHG
LQWR OHJLVODWLRQ VR WKDW LW EHFRPHV PDQGDWRU\ IRU EDNHUV WR XVH WKLV SHUFHQWDJH RI


+4&) DV D VXEVWLWXWH IRU ZKHDW 7KLV ZRXOG PHDQ DQ LPSURYHPHQW RQ WKH +4&)
YDOXHFKDLQVRWKDWWKHUHLVDOZD\VDFRQVWDQWVXSSO\WRWKHEDNHUV

 ,PSOLFDWLRQV RI ILQGLQJV IRU FXUUHQW SURMHFWV RQ FDVVDYD YDOXH FKDLQ
GHYHORSPHQWIRULPSURYHGOLYHOLKRRGV
3RRUDFFHVVWRFUHGLWIDFLOLWLHVKDVEHHQDPDMRUREVHUYDWLRQGXULQJWKHVWXG\&DVVDYD
SURMHFWV LQ WKH FRXQWU\ VKRXOG GHYHORS ZD\V RI DVVLVWLQJ IDUPHUV DQG SURFHVVRUV RI
FDVVDYD WR DFFHVV VXFK IDFLOLWLHV *URXS GHYHORSPHQW OHDGLQJ WR FRKHVLRQ DQG
VXVWDLQDELOLW\ RI VXFK JURXSV PXVW EH D PDMRU JRDO 7KLV ZRXOG HQDEOH SURMHFW
EHQHILFLDULHVWRXVHVXFKJURXSVDVFROODWHUDOWRDFFHVVORDQVIURPFUHGLWLQVWLWXWLRQV





SDUWLFLSDQWV WR XVH WKHLU FHOO SKRQHV WR DFFHVV VXFK LQIRUPDWLRQ ZKLFK LV HYHQ
SURYLGHG LQ ORFDO ODQJXDJHV FXUUHQWO\ E\ $IULFDQ )DUP 5DGLR ,QWHUQDWLRQDO DQG
%XV\ODE(?VQHWZRUNSODWIRUP

0RVW SURMHFW LQWHUYHQWLRQV DUH XVXDOO\ FDUULHG RXW E\ SURYLGLQJ PDFKLQHV DQG
HTXLSPHQW WKDW PD\ QRW EH DIIRUGDEOH E\ WKH EHQHILFLDULHV 7KLV ZDV H[SHULHQFHG
GXULQJ WKH NRNRQWH PLQLFKLS WHFKQRORJ\ WUDQVIHU ZKHUH WKH PDFKLQH ZKLFK ZDV





7KH PDLQ REMHFWLYH RI WKH VWXG\ ZDV WR LGHQWLI\ DSSURSULDWH VWUDWHJLHV IRU WKH
SURPRWLRQ RI QHZ FDVVDYD SURFHVVLQJ WHFKQRORJLHV LQ DQ DWWHPSW WR HQVXUH DQ
HIIHFWLYHXSJUDGLQJRIFDVVDYDYDOXHFKDLQV7KHUHZHUHVSHFLILFREMHFWLYHVDQGIRXU
PDLQ UHVHDUFK TXHVWLRQV IRU WKH VWXG\  /LWHUDWXUH ZDV UHYLHZHG RQ WKUHH PDLQ





$ VXVWDLQDEOH OLYHOLKRRGV DSSURDFK ZDV XVHG WR FROOHFW ERWK TXDQWLWDWLYH DQG
TXDOLWDWLYH GDWD IURP HLJKW\  KRXVHKROGV LQ ILYH  GLVWULFWV LQ WKH FRXQWU\ $
FRVWEHQHILW DQDO\VLV ZDV DOVR GRQH IRU IRUW\ WKUHH  IDUPHUV ZKR HLWKHU VHOO




7KUHH FDVVDYD YDOXH FKDLQV SRXQGHG IXIX NRNRQWH DQG +4&) ZHUH DQDO\VHG 7KH
PDLQDFWRUVLQ WKHYDOXHFKDLQVZHUHIDUPHUVPLGGOHPHQSULPDU\DQGLQWHUPHGLDWH
SURFHVVRUV DQG FRQVXPHUV ,GHQWLILHG VHUYLFH SURYLGHUV WR WKH FKDLQV ZHUH ILQDQFLDO
VHUYLFHVZDJHZRUNHUV LQSXW VXSSOLHUV DJULFXOWXUDO H[WHQVLRQRIILFHUV JRYHUQPHQW
DQG1*2VVDQLWDU\LQVSHFWRUVDQGWUDQVSRUWVHUYLFHV$QHQDEOLQJHQYLURQPHQWZDV
SURYLGHG E\ WKH ORFDO FRPPXQLWLHV 'LVWULFW $VVHPEOLHV UHJXODWRU\ ERGLHV DQG
UHVHDUFKLQVWLWXWLRQV

$ OLYHOLKRRG DQDO\VLV ZDV GRQH RQ KRXVHKROG SURGXFLQJ DQG SURFHVVLQJ FDVVDYD WR
DVVHVV WKHLU DFFHVV WR DVVHWV LQ WKH IRUP RI KXPDQ SK\VLFDO ILQDQFLDO VRFLDO DQG
QDWXUDOFDSLWDO,WDOVRDVVHVVHGKRZWKH\DUHDIIHFWHGE\YXOQHUDELOLW\IDFWRUVVXFKDV
WUHQGV VKRFNV DQG VHDVRQDOLW\ ,Q DGGLWLRQ WKH VWXG\ ORRNHG DW DOO WKH DOWHUQDWH








KDV GLVSODFHG VRPH VPDOOVFDOH IDUPHUV ZKR KDYH WR PLJUDWH WR RWKHU DUHDV WR
FRQWLQXH ZLWK WKHLU OLYHOLKRRG DFWLYLWLHV ,QFUHDVLQJ SRSXODWLRQ KDV OHG WR ODQG
IUDJPHQWDWLRQUHVXOWLQJLQFRQWLQXRXVXVHRIWKHVDPHSLHFHRIODQGDQGILQDOO\SRRU
VRLO IHUWLOLW\ 6HDVRQDOLW\ RI FRQVXPSWLRQ RI SRXQGHG IXIX ZDV REVHUYHG DV D
FRQVWUDLQW IDFHG E\ WKH IXIX SURFHVVRUV 0DUNHWV H[LVW IRU FDVVDYD DQG FDVVDYD
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 5HVHDUFK PHWKRGV IRU EXVLQHVV
VWXGHQWVUGHG8SSHU6DGGOH5LYHU1-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9DOXHFKDLQDQDO\VLV IRUSROLF\PDNHUVDQGSUDFWLWLRQHUV ,/2
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 6XVWDLQDEOH UXUDO OLYHOLKRRGV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5RRWVDQGWXEHUVIRUWKHVW
FHQWXU\ 7UHQGV SURMHFWLRQV DQG SROLF\ RSWLRQV )RRG $JULFXOWXUH DQG
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:HVWE\ $ 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x $FFHVV WR FUHGLW FUHGLW VRXUFHV FUHGLW DVVHVVHG VLQFH VWDUW RI FDVVDYD
IDUPLQJLQWHUHVWRQFUHGLW
x &DVVDYD YDULHWLHV JURZQ VRXUFHV RI YDULHWLHV W\SHV RI YDULHWLHV
SHUFHSWLRQV RI LPSURYHG YDULHWLHV RYHU ORFDO YDULHWLHV  WUDGLWLRQDO 
LPSURYHG YDULHWLHV FXOWXUDO SUDFWLFHV \LHOG SHU DFUHWRQ TXDQWLW\ VROG
TXDQWLW\ VWRUHG IRU FRQVXPSWLRQ LQ ZKDW IRUP LV LW VWRUHG" ZKHUH" KRZ
LPSRUWDQW LV HDFK VWRUDJH IDFLOLW\" :KDW LV WKH SURILWDELOLW\ RI HDFK ZD\ LQ
ZKLFKLWLVVROG5DQNDQGFDOFXODWHLISRVVLEOH
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x $FFHVV WR FUHGLW FUHGLW VRXUFHV FUHGLW DVVHVVHG VLQFH VWDUW RI FDVVDYD
IDUPLQJLQWHUHVWRQFUHGLW
x &DVVDYD YDULHWLHV JURZQ VRXUFHV RI YDULHWLHV W\SHV RI YDULHWLHV
SHUFHSWLRQV RI LPSURYHG YDULHWLHV RYHU ORFDO YDULHWLHV  WUDGLWLRQDO 
LPSURYHG YDULHWLHV FXOWXUDO SUDFWLFHV \LHOG SHU DFUHWRQ TXDQWLW\ VROG
TXDQWLW\ VWRUHG IRU FRQVXPSWLRQ LQ ZKDW IRUP LV LW VWRUHG" ZKHUH" KRZ
LPSRUWDQW LV HDFK VWRUDJH IDFLOLW\" :KDW LV WKH SURILWDELOLW\ RI HDFK ZD\ LQ
ZKLFKLWLVVROG
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x &DVVDYD YDULHWLHV JURZQ LI LQWHUPHGLDU\ LV DOVR D IDUPHU  VRXUFHV RI
YDULHWLHV W\SHV RI YDULHWLHV SHUFHSWLRQV RI LPSURYHG YDULHWLHV RYHU ORFDO
YDULHWLHV  WUDGLWLRQDO  LPSURYHG YDULHWLHV FXOWXUDO SUDFWLFHV \LHOG SHU
DFUHWRQ TXDQWLW\ VROG TXDQWLW\ VWRUHG IRU FRQVXPSWLRQ LQ ZKDW IRUP LV LW












x ([WHQVLRQ DFWLYLWLHV ZLWK SULPDU\ SURFHVVRUV LQWURGXFWLRQ RI QHZ FDVVDYD
YDULHWLHVXVHRIJUDWHUVIHUPHQWDWLRQSURFHVVGU\LQJSURFHVVHWF














































x 'R \RX KDYH UHDG\ PDUNHW IRU \RXU SURGXFH"  ,I \RX ZHUH DEOH WR SURGXFH
PRUH FRXOG \RX VHOO LW"  ,I \HV ZK\ GLGQ
W \RX LQFUHDVH \RXU SURGXFWLRQ"



































































/DQG (DV\ DFFHVV /DQG RZQHG E\ IDPLOLHV FRQVXOW IDPLO\ KHDGV IRU DFFHVV VHWWOHUV
HLWKHU KLUH RU KDYH RXWULJKW SXUFKDVH VRPH RI WKH FKRS EDUV ORFDWHG RQ IDPLO\
SORWV UHQWHG SORWV SHUPDQHQWO\ DFTXLUHG 5HQWV UDQJHG EHWZHHQ *+ DQG
*+SHUPRQWK 6RPHSURFHVVLQJKRXVHKROGVKDYH IDUPV0HQZRUN IDUPV
DQGVXSSO\FDVVDYDDQGLQJUHGLHQWVZRPHQRSHUDWHWKHFKRSEDUV7KHVHLWHPVDUH





















QDPH     
/RFDWLRQ ORFDWH   VRNRGH VXKXP 
6H[ VH[ 0 )   
:HDOWKJURXS ZHDOWKJU ULFK PRGHQER SRRU YSRRU 
$JH DJH     
+RXVHKROG
KHDGVKLS KHDG PDOHK IHPDOHK   
(GXFDWLRQ HGXFDWH QLO EDVLF VHFRQGDU\ WHUWLDU\ 
0DULWDO6WDWXV PVWDWXV QRW\HW PDUULHG ZLGRZHG GLYRUFHG 
7ULEH WULEH DNDQ JD NURER HZH 
5HOLJLRQ UHOLJLRQ FKULVWLDQ LVODP   
1+,6UHJLVWUDWLRQ QKLV \HV QR   
5DGLR UDGLR \HV QR   
&HOOSKRQH PRELOH \HV QR   
7HOHYLVLRQ WY \HV QR   
+RXVHRZQHUVKLS KRXVHRZQ SHUVRQDO KLUHG IDPLO\  
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/DQG (DV\ DFFHVV 7KURXJK LQKHULWDQFH RU DFTXLUHG WKURXJK IDPLO\ KHDGV



























     
/RFDWLRQ ORFDWH )RULNURP 72NSHU  
6H[ VH[ 0 )  
:HDOWKJURXS ZHDOWKJU ULFK PRGHQER SRRU YSRRU
$JH DJH    
+RXVHKROG
KHDGVKLS KHDG PDOHK IHPDOHK  
(GXFDWLRQ HGXFDWH QLO EDVLF VHFRQGDU\ WHUWLDU\
0DULWDO6WDWXV PVWDWXV QRW\HW PDUULHG ZLGRZHG GLYRUFHG
7ULEH WULEH DNDQ JD NURER HZH
5HOLJLRQ UHOLJLRQ FKULVWLDQ LVODP  
1+,6UHJLVWUDWLRQ QKLV \HV QR  
5DGLR UDGLR \HV QR  
&HOOSKRQH PRELOH \HV QR  
7HOHYLVLRQ WY \HV QR  
+RXVHRZQHUVKLS KRXVHRZQ SHUVRQDO KLUHG IDPLO\ 
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7KH IHZ FHPHQW EORFN EXLOGLQJV EHORQJ WR WKH QDWLYH *D 6RPH KDYH PXGEULFN
KRXVHV
*RRG DFFHVV WR VDIH GULQNLQJ ZDWHU IURP ERUHKROHV ILWWHG ZLWK SXPSV /LPLWHG
QXPEHURI.9,3VSLW ODWULQHVHVSHFLDOO\ LQ+RERUDQG.ZDPH$QXP 7KH.9,3V
EXLOWE\'$1,'$
)LUHZRRGIRUFRRNLQJ8VHRIFKDUFRDOLVPLQLPDOQRKRXVHKROGXVLQJ/3*










$PDVD DVVLVWV SORXJKV ODQGV IRU IDUPHUV FUHGLW EDVLV 6XSSO\ FDVVDYD SODQWLQJ
PDWHULDOV IUHH $Q LQIRUPDO ILQDQFLDO JURXS WKH Ä'HNDYL(?VXVX JURXS ZDV IRXQG LQ
+RERU,WZDVLQVWLWXWHGE\WKH(ZHPLJUDQWVZKRIHOWWKHQHHGWRDVVLVWHDFKRWKHULQ
WLPHV RI ILQDQFLDO FULVLV DQG PHPEHUVKLS ZDV OLPLWHG WR RQO\ WKH (ZHV 2ULJLQDO
REMHFWLYH WRDVVLVWPHPEHUV LQ WLPHVRI IXQHUDOV1RZH[WHQGHG WRDOORWKHU VHFWRUV
DQG DV ORQJ DV RQH LV D SDLG XS PHPEHU KHVKH LV HQWLWOHG WR ILQDQFLDO DVVLVWDQFH
Ä'HNDYL(?VXVXJURXSDVVLVWVPHPEHUVZLWKVKRUWWHUPORDQV0RQWKO\FRQWULEXWLRQRI
PHPEHUVLV*+)RUPHGLQV$PHPEHULVDOORZHGWRERUURZDPLQLPXP



















/DQG LV LQKHULWHG KLUHG RXWULJKW SXUFKDVH6KDUH FURSSLQJQRW SUDFWLVHGEHFDXVHRI
FRQIOLFWV LQ VKDULQJ/DQGKROGLQJVRIVHWWOHU IDUPHUVUDQJHEHWZHHQDFUHV
KD 'HPDQG IRU VDQG IRUEXLOGLQJSXUSRVHVKDVEHHQRQ WKH ULVH LQDUHDVFORVHU WR
$FFUD /DQGORUGV KDYH IRXQG WKH OHDVH RI ODQG WR VDQG H[WUDFWRUV DV DQ DOWHUQDWH
OLYHOLKRRGRSWLRQ DV WKH\ JHW D ORW RI LQFRPH IURP WKLV VRXUFH $IIHFWLQJ FDVK FURS
IDUPLQJ QHJDWLYHO\ LQ 2EH\LH DQG $\LNDL 'REOR DUHDV 0RVW IDUPV KDYH EHHQ






)DUPHUV VHOO VRPH RI WKHLU FDVVDYD URRWV WR $PDVD SULPDU\ SURFHVVRUV DQG
PLGGOHPHQDQGRWKHUEX\HUV IURP$FFUDDQG.DVRD0DMRUPDUNHW LQ+RERU3ULFHV
QRW YHU\ VWDEOH DQG IOXFWXDWH IURP VHDVRQ WR VHDVRQ 'XULQJ XUJHQW QHHG IRU FDVK








     
6H[ VH[ 0 )  
$JH DJH    
(GXFDWLRQ HGXFDWH QLO EDVLF VHFRQGDU\ WHUWLDU\
0DULWDO6WDWXV PVWDWXV QRW\HW PDUULHG ZLGRZHG GLYRUFHG
7ULEH WULEH DNDQ JD NURER HZH
5HOLJLRQ UHOLJLRQ FKULVWLDQ LVODP  
1+,6UHJLVWUDWLRQ QKLV \HV QR  
5DGLR UDGLR \HV QR  
&HOOSKRQH PRELOH \HV QR  
7HOHYLVLRQ WY \HV QR  
+RXVHRZQHUVKLS KRXVHRZQ SHUVRQDO KLUHG IDPLO\ 
+RXVHW\SH KVW\SH PXGEULFN FHPHQW  
ODQGRZQHUVKLS
ODQG
DFFHVV RZQ KLUHG  
ODQGKROGLQJ
ODQG
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